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THE SECOND INDUSTRIAL REVOLUTION 

The thesis of this article is that the advanced industrial 
countries of tlie world are n^w in the first stage of a sweeping 
change of the inetliods and organisation of all tlicir secondary 
industries, and that this new movement is likely to be comparable 
in its industrial, commercial and social effects with that series of 
changes whicli commenced in the latter half of the eighteenth 
century and is commonly called the Industrial R(?v'oiution. The 
changes are coming about as the result not merely of the applica- 
tion of scientiiie knowledge to industry, which was, in fact, the 
last ])haso of the first industrial revolution, but of the use of the 
inductive method in the study of an industry, and individug,! 
concerns composing it, with a view to gaining facts and generalisa- 
tions wliich may servo sooner or later as the basis of the replanning 
of the productive process and plant. The essence of the new 
industrial revolution is the search for exact knowledge, and the 
planning of processes : fi'om the minutiae of manual operations 
(based on motion-study) to the lay-out of the nuicliinery of a 
gigantic j)lant — even of a whole industr^s tlnoughout the country. 
The trade and social results arc to some extent different according 
to whether the industry is replanned and rebuilt under conditions 
of fiee competition or of monopoly ; and in the latter case accord- 
ing to whether the monopoly is in pi ivate or i)ublic ownership — 
and absolute or partial. The effects upon wealth proiluctioh and 
its distribution vaiy considerably according to the nature of these 
conditions ; but it is arguable that one ultimate effect will be a 
stimulus to public owiieitihip and operation of industries. 

T/ie Beginning 

The movement appears to have liad its origin in tlie union 
of three distinct trains of ideas, which evolved with their corre- 
sponding actions. Accountancy ceased to be a mere record of 
No. 161.— VOL. XLI. B 
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past events and developed in the latter half of last century into 
an applied science designed to aid the business man in the policy 
of his operations (e.q. by determining the relative profitableness of 
different sections of a business, rates of amortisation, etc.) coinci- 
dently with the rise of the profession of chart(u*ed accountants. 
This led to the invention of cost accounts for factories so far back 
as the ’eighties. 

The second train of ideas originated amongst engineers, who 
applied the results of pure science in the effort to attain safety 
and economy in the construction of bridges and other works, and 
ships and boilers. Methods of rule of thumb, or trial and error, 
were replaced by exact calculations and measurements. These 
methods were of paramount importantie in electrical engineering 
and gradually spread through mechanical engineering work also 
during the past forty years. 

Thirdly', there was ever-increasing competition amongst 
manufacturers and an ever-widening market. Tlu^ great de(;Iiiie 
of prices from 1873-94 (in the United States from 180)5 kept 
them busy devising ways of reducing costs ; and mass ]n'oduction, 
whicli was devised in America and introduced into Kiigland in 
the ’sixties,^ became a higlily successfuJ d(»vice in tlie new condi- 
tions created by falling prices. Many kinds of thiiigs were made 
in lots of hundreds or thousands at a time all alike, and with 
interchangeable parts, whereas the pn'vions ])raetic(‘ had been to 
make them in tens or hundreds. In certain industries mass 
production developed into continuous production, as in making 
sewing-cotton, paper, biscuits, watches, etc. Strictly spc?aking 
mass production merely means making a largo number of articles 
exactly alike at one time for which special tools or adjustnumts of 
machines are employed ; hut in common speech it has come now 
to be synonymous with continuous prodiicti<jn, which, of course, 
might be called “ continuous mass production.” 

The application of scientific ideas to th(‘ tasks of the mechanical 
workshop combined with cost accounting was res[)onsihle for the 
birth of scientific management. Tim datt^ 1911, whem 'l a ylor 
published his famous PrinrApleti of Scientific Manfojnnf n(, inaugur- 
ates a definite acceleration of the second industrial revolution. 
True, several firms in the United States wen^ alnsidy familiar with 
his ideas and were using his methods, and (.Jilhndh was already 
applying the results of motion study ; but from 1 91 1 on the ideas 
became common property, and ‘‘ live ” engine<u*s and cntcr- 

^ “ American Enginooring Competition, Isri0-7U.” by I). J,. Hum; iu Economic 
HU/tory Supplement to Ec onomic Jouusal, Vol. JJ, No. fi (1931), pp. 297-3<J0. 
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prising owners of engineering works learnt how to apply them. 
Success was but partial, however, owing to difficulties with labour, 
mainly from the neglect of one of Taylor’s major princii>lcs. 

Then came the war and its enormous demand for standardised 
munitions. Everywhere jdants w^ere reorganised on the basis of 
continuous production with Government-controlled cost accounts. 
Besides the Taylor ideas, welfare work and industrial fatigue 
research received a great impetus and general acceptance in 
engineering and other industries. Co-ordination of production 
in a number of different plants was secured by a Committee under 
the Ministry of Munitions. Striking jjrogrcss was made wdth the 
introduction of automatic lathes and machine tools, several being 
in the charge of one worker. 

The tendency to price rings, cartels and amalgamations in 
England was becoming marked before the w ar ; but in Germany 
the movement had advanced further. In both countries war 
needs and measures tended to promote co-operation between 
producers in the same industry; and the habits of thought so 
generated persisted and have led to i)rice agreements and 
amalgamations being a common feature of British industry, as of 
other European countries. 

Raiionalisaiioyi 

In the after-war reconstruction the importance of the new 
American methods — continuous production, specialisation, the 
replanning of plants, adoption of Taylor’s principles and methods, 
I)ersonnel managinnent and industrial psychology — ^was more 
widely recognised by German industrialists than by English. A 
great movement of reorganisation of industry on the new' bases 
of efficiency cominencefl, and a few' years later came to be known 
as rationalisation.” Tliis term is aj)propriate because the 
transformation of industry w'liich it denotes is based on reason 
throughout, being a replanning of equipment and labour methods 
on the basis of observations and estimates having a scientific 
basis. There appear to be five features essential to the rationalisa- 
tion of an industry : — 

(1) Amalgamation or unified control of companies and 
elimination of wx^ak concerns, so as to secure control of the 
market, and thus facilitate on the basis of monopoly profits 
the raising of the large amount of new' capital necessary ; 

(2) Specialisation of plants and their re-equipment so as 
to reap the maximum economies of large-scale production, 

b2 
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both in respect of machinery and of organisation ; and the 
building of large new plants for products in the manufacture 
of which the utmost economy can be reached only in this 
way; 

(3) The planning of each plant for continuous production 
with specialised machines and tools ; 

(4) Specialised management, largely functional, including 
careful buying, grading and mixing of raw materials ; 

(5) Perfection of manual operations on the basis of time 
and motion studies, with neeessary instruetion. 

All these are ways of reducing either prime or supplementary 
costs : their relative importance varies according to the product 
and prevailing conditions. 

It is a matter for regret that the term rationalisation should 
have come widely into use in this country, though its implications 
arc but little understood. Even economists must he blamed for 
having sometimes used the term with looseness or ambiguity. 
Particularly objectionable is the phrase ‘‘ financial rationalisa- 
tion,” meaning no more than financial reconstruction : writing 
down book assets, carrying through amalgamations and raising 
new capital, without necessarily iiwolving the physical improve- 
ment of jjlants. 


Specialimtion 

nationalisation implies control over practically the whole of 
the industry in the country, whether that be gained by the 
commercial method of the large and enterprising ea[iitalist 
dominating and buying up the smaller, by voluntar\' combination, 
or by State incervention. Specialisation, although an essential 
measure for real success in rationalisation, is also increasingly 
adopted in industries open to free competition on account of the 
great opportunities of j)rorit which it providc'S wlien followed with 
boldness and circumspection. Amongst the dozcuis of examples, 
mainly American, the one outstanding is the business of Henry 
Ford. He diagnosed con-cctly an almost universal want, and 
with the utmost boldness set out to supply it by eontinuoiis 
production in a specially built j)lant. 

Specialisation is fi’om the tlieonjtical point of view merely th(‘ 
best way of carrying the realisation of the economies of large- 
scale production to its logical conclusion. Doing so, however, 
involves a good deal more than is generally realised. The manu- 
facturer, or producer of any kind, makes up his mind to produce 
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one kind of article only, instead of a range of various articles 
usually considered as belonging tf) the same trade. Take, for 
instance, the old-fashioned trade of a locksmith ; he was accus- 
tomed to make locks of all sizes and kinds, both padlocks and 
locks for doors, cabinets, drawers, etc., both in brass and iron. 
There are still many such manufacturers of locks in England who 
produce a complete range of styles and sizes. Looking through 
a Commercial Directory one finds any number of examples in the 
iron and steel, machinery and hardware trades where manu- 
facturers have a varied output, some of the proflucts being quite 
unrelated to on() another in production. 

A manufacturer who decidcfl on a policy of specialisation 
would decide to make padlocks only, or door-locks only, or window 
fastenings only, and so forth. He w'ould lay down a special plant 
for making these by automatic casting machines ; or by stamping 
and pressing macliines where sheet steel or brass could be used as 
the reW material. The hollow-waro manufacturer, if he specialised, 
would decide? to make nothing but galvanised iron buckets, or 
nothing but kottles*br saueei)ans. The w’hole of his plant would 
be constructed according to a plan designed especially to produce 
buckets and nothing else, with automatic machines, and the 
material carefully routed. 

Specialisation with continuous production lias alrcadj?* been 
introduced in a number of British industries, so that the jirinciplcs 
are thoroughly understood by machinerv manufacturers. One 
of the best examples which occurs to one is the modern match 
factory. The material, from the moment the logs are placed in 
the voncer-cuttiiig machines until the final jiacking in 50-gross 
cases, is never touched by hand, but goes tlirougli a continuous 
series of automatic maebines, drying ovens and packing machines 
which have merely to be n'gulated, anrl adjusted and supplied 
with material. Extraordinary ecoiionues can he attained by 
specialisation . During the nineteenth century the use of machinerv 
and power in the ordinary engineering workshop or hardware 
factory of this country ollccted considerable saving as compared 
w-ith methods involving a considerable amount of hand work; 
but the further reduction of costs whi(*h can be obtained by the 
use of machines special I3" designed for the successive operations in 
making each part of the completed article is so great as to con- 
stitute a now or second order of economics in the use of machines 
and pow'or. In a largo factor}^ producing continuously there may 
be^as many as two thousand machines, most of them different and 
each specially designed for its own work. 
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Conceviratioifi^ of Attention 

The very striking reduction of costs which can be obtained 
through specialisation ap})ears to arise largely from the con- 
centration of attention by the proprietor or general manager of the 
business and the technical specialists he cm])loys upon the proldems 
of reducing costa. When such concentration of intellectual effort 
and experiment takes place w'ith the aid of experts who have at 
their command all the resources and Jiccumulated technical 
experience of this and other countries, totally new ways of pro- 
ducing articles can be discovered; or the old methods can be 
altered almost out of recognition In' ])rc-treatment of materials, 
by redesigning the article, or by multiplication or simplification 
of the machines or other plant employed. 

The concentration of attention is needed : (1) before produc- 
tion is commenced; (2) when the plant is running. The work 
which spells success or failure is, however, done before ])roduction 
starts. The organiser (or (wganising proprietor) must first decide 
his general policy. Should he (loiwjentrate on one article by 
specialisation, or should he concentrate on variety ? In the first 
case he looks for profit by making a singk^ artiek' which is in wide 
demand in a standard pattern for the lowest possible cost, always 
working before and after construction of tlu' ])lant to got (?ost 
per unit to the lowest possible? iigniw In the' s(*cond i?as(? he looks 
for profit by the number, originality, convenience and attractive- 
ness of his designs of the artic^le in fjuestion. A l)right id(‘a in 
design may put up tlic price h<' can charge? for his artiek' by oO pm* 
cent; and this is more important than any economy h(? would 
be likely to get wdtli a similar amount of int(‘lk*ctunl (*IIort flevotcd 
to reducing costs of production, considering the limitf'd iiiark(*t 
there is for such novelti(?s. In a great number of trark's producing 
articles of clothing and adornment, furnisliing and (k'coration of 
houses and other equipment, no loss than in confectionery and 
stationery, there is ind(*finite scope for nov('ltics in (k'sign, W'hethor 
these have to conform with fashion or not. On tlu' otlu'r liand, in 
articles of utility universally used in the kitchen, w'frkslioj) and so 
forth, the scope for profit lies in standardisation and concentration 
on reduction of costs by specialisation. The policy of concentrat- 
ing on variety and novelty of design, tliougli profitable up to a 
point, is rarely the means of aceumulating a large fortune, and is 
of small social consequence in comparison w ith the second policy : 
that is to say, cost reduction by specialisation on an article in 
wide demand. M e need not In? ef)nc(?riUMl further with the former. 
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Procedure in Organising Specialisation 

Specialisation necessarily involves large capital outlay, for 
two rccasons. In the first j)lacc, the cost of production can be 
lowered only by continuous production with the operations greatly 
subdivides! ; and to justify such a jdant an output is likely to be 
needed from five to thirty times as great as that of any existing 
plant manufacturing the article in the country. In the second 
place, full advantage will not be taken of the new method of 
production unless semi-automatic machine tools, conveyors, etc. 
be introduced whicli are economical in labour cost but costly in 
capital outlay. Undoubtedly it is the enormous cost of the plant 
which would bo needed which hinders tlie arloption of specialisa- 
tion in the old-standing industries of this country. Nearly the 
w'hole of the existing plant wouhl be useless for the purpose in 
many industries. 

There arti two w/iys in which specialisation has been initiated 
in America, (Ireat Britain and other countries. In certain cases a 
firm has decided that it has s\ifticicnt capital resources, or power of 
raising capital, to enable it to specialise on one or other of the 
products which it is already producing and marketing. It is 
prepared to risk a considerable loss in view of the largo profits 
which appear likely to inatun^ from a successful operation of the 
j)ro})osed new plant. The firm relies upon the success of its 
carefully laid plans to be able to oust its competitors from the 
market by substantially reducing the price. The outstanding 
example of s])<Hna.lisation in a com])etitivc market is the Ford car, 
but many examples could be quoted in the manufacture of w atches, 
locks and tools. 

In an old-established industry wdiere competition is severe it 
is probable tliat no linn will care to risk the capital outlay neces- 
sary for specialisation. It is liktdv to be introduced only by the 
amalgamation of a number of firms controlling more than oO per 
cent of the output in the trade. Ilie modus operand i is as follows. 
Let there be, for instance, twelve firms each making five or six 
of the ])roducts which we may call a, b, r, to //, being kinds of 
goods which arc related in the sense of finding common marketing 
facilities, or perhaps in needing the same raw^ materials or manu- 
facturing plant. 'Jlie twelve firms become united into one ; and 
this large new company establishes eight now’ plants, each one 
devoted only to the manufacture of (me of the products a to //. 
The new company formed by the amalgamation will retain the 
trade connections and goodwill of all the tw elve firms, and may to 
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some extent find it desirable to carry on business under their 
names or brands ; but any 2 )articular product a will now be of 
exactly the same pattern w^ietlier marlieted under one name or 
another ; except, it may be, in some minor feature for which the 
machines can be altered .at little cost. Combinations of firms 
which stoj) short of amalgamation rarely achieve true specialisa- 
tion. 

The problem of introducing speci.alisation is e.asier and the 
risk much less in a new industry than in an old-established 
industry. By new industry is meant one which satisfies a newly- 
developed want by means of a new invention : as in former days 
the bicycle or incandescent electric lamp, .and more recimtly the 
motor-car, aeroplane and wireless receiving sets. In a new 
industry it may be possible to gain temporary monojiol}" by means 
of patent rights. Even if there is no jiatent on iiny part of the 
article or any of the machines specially d(»signed for m.innfaeturlng 
it, the profits are likely to be largo if the cost of ])ri>duetion is 
greatly reduced by a large out])ut, on ac(*ount of the fact that, 
being an article which satisfies a ne\vly-dcYeloi)ed want , tlui demand 
for it will be growing. The manufacturer has the advantage that 
the demand curve moves away to tlic right at the same lime that 
quantity demanded on ilu* n(‘w curve is in(*r(‘ased by (lie lowering 
of the price. Moreover, in a now industry it is unlikc'ly t hat tlier(' 
will bo a large number of existing firms. Consiaj ur-ntly specialisa- 
tion may bo introduced b(?fore the margin of ])rolit lias bt‘(‘n 
reduced to that wliicli bai'cly suffieos to attract inon*- capital. 
In such an industry specialisation, if energetically iiursuod, is s.afe 
and very profitable. 

In an old industry, on the oilier hand, the manufacturer is 
hound to take a jilunge, so to speak. Hiere may Ik' ritlu'r manu- 
facturers jdanning to do ex.actly .is he is planning. A sudd(*n 
influx into the m.arket of a com])ctitiv(‘ artiele similar to his, also 
made by specialisation, might sjiell ruin. INuhaps lu* is able to 
find out what other firms iii his own country an* doing; but be 
canmit foresee similar conifietition from abroad, which wtudd be 
equally damaging in the absence of a jirotective duty. 

There arc cci’tain definite iiujuiries and jireparaiions which a 
manufacturer considering whether be will sjieeialisc* on some* 
article and produce it in fjuantity by eontinnoiis profliudion must 
make. He lias first to irive.stigatc the market for the artiele (1) 
at home, (2) abroad ; and must consider, on wliutever evidence 
he can collect, the elasticity of demand. Unit refers to the total 
quantity of the article demanded at each jirice, b(dng the product 
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of all firms in the industry together. He has further to consider 
how far his particular article in its new form will he an cficctivo 
substitute for the particular stylos or brands now on the market, 
and also how far his competitors arc likely to be able to lower their 
pri(;(\s to mecit his comptjtition. 'rh(n-o arc experts in market 
research who can undertake such investigations; but ho should 
satisfy himself as to their evidence and reasoning. 

I have mentioned that ho has to consider the demand for the 
article “ in its new form.” In s])ecialising and using automatic 
machinery the lowest cost of production will be found by adapting 
the materials used and the method of moulding them to the most 
convenitmt machines — that is, tlioso which arc most economical 
in ojieration. Tlius pressing and drawing of sheet or bar metal 
is substituted for casting ; and grinding is substituted for turning 
and planing. On the other hand, since th(^ article to be manu- 
factured is to be produced in great quantities by a costly plant, 
it must be standardised, so that tlie d(\sign need not be ciiangcd 
(except porha])s in fletails) for many years. Tt is desirable, there- 
fore, befoix* adopting a di'sigii to consider most carefully in what 
resoccits it might bo iin[)r()v<‘d in sei-vicc^ability, durability and 
a])pearance. 'riie utmost of utility to the consumer must be 
otfered at the lo>vest cost; and these rcapiiremcnts act and react 
on tlio design until it is linally settk'd. It is the business of the 
])roduction engineer — a young and im]iortant profession — to aid 
in the desigiung of the artick^ for mass procluelion with these 
considerations before him; then to design the machines, jigs, 
tools or ilies to produce it, and the layout of tlie whole i>lant. 
Throughout the w hole [u’oeess of arriving at the best design of the 
article, and the machines for producing it. cost of material and of 
operation has to be investigated ; for the deeisi(m is ultimately 
one of utility to the ])ub]ie cost, w ith th(‘ qualification that 

tli(5 utility of marginal improvements in design nmst be separately 
balanced against their cost. Hero again the income class to ho 
su2)pli('fl lias to bo eonsidcTod ; and the opinion is usually formed 
that it is the mass of the peo]»I(^ with low' and moderate incomes 
for whom it pays to cater by specialisalion. 

Tho design of the article and tho charaetor of the plant being 
settled, sto]JS must bo taken towards the ertfction of tho factory. 
The location nciuls carefully iiivostigiiting ; and altliough the firm 
may have an existing factory, it does not follow' that the most 
economical policy is to extend it or to build anotluT factory beside 
it. A W'liolly new locality may bo best. 

It must not bo supposed that tho search for economies in 
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production is ended when the plant .and management have been 
planned and set in operation. A continuous rc^cord of results is 
maintained, with experimental costings of details which it is not 
worth while continually to record ; and this provides information 
as to the results of trials of changes in methods of operation. An 
alert management will always be making slight changes in 
materials, processes or machines .and measuring the results with a 
view to reduction of cost, or to improving the quality of the 
product, and thus raising its selling })rice. Such improvements 
take place not only in the technical {e.jj, chemical and mechanical) 
aspects of the production, but also in the methods of the workers, 
whose movements in relation to material and machines are 
perfected by the mctliods of motion study applied by industrial 
psychologists and other spcci.alists. 

Many firms maintain laboratories for testing materials and 
products ; and often th(\v have also a research laboratory. A\ e 
have here to distinguish between 7*escarcli for three chisses of 
problems: (1) in pure scumce, such as usually carried on at 
universities, and science institutes ; (2) fundamental rc'seareh for 
an indjistry, such as tliat carried on by tlu' Shirley Institute, 
Manchester, for the cotton trade, or in Sheffield I'^nivcTsity for 
metallurgy ; (3) purely trade researcli carried on by tlu* firm itself 
in its own laboratory, in which its own ])lant, mat(Tials and 
processes are siilqected to examination by (‘X peris in th(» light of 
the results of scientific .and fundament?d research. The ])robk‘ms 
of each firm speci.alising in a particular article* .'in* diir(*r(*nt; and 
if it has no adequately staffed laboratory it (cannot make use* of the 
published results and information placed at the ilisposal of the 
industry by a public research institute or flepartment. 

The procedure of specialisation by an individual firm has been 
described in some detail here because it ap[)('ars to me to be highly 
important that the ])rinciples involved therein should bo common 
knowledge amongst economists and business m(‘n. \Vh(»n 
specialisation follows an amalgamation of existing firms the 
procedure to be adojjted is practically the sa.nu^ as above in regard 
to each of the .articles which they dechle to put into continuous 
production. Tlio flifhTenee lies in tin* f)ossibility of C(*rtain other 
economies accruing from such opportunities .as, (I) the employ- 
ment of whole-time (experts ; (2) exploiting ])ossibilities of corre- 
lating the ])rocesses for ])roducing two or more ai*ticl(‘s, which 
might involve savings in materials, power and th(i utilisation of 
waste i)roducts. 

In this country the Englisli contempt of logic and love of 
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compromi^o is a real danger in the present situation of our old- 
established industries. A company formed by amalgamation 
which intends to adopt specialisation with mass production must 
do so thoroughly. • Old plants should be scrapped completely as 
soon as possible, and wholly new mills or factories built on the 
largest practicable scale with the latest proved devices for saving 
labour and for scientific control of tlio production process. All 
hankering after using existing buildings and machinery, unless 
thoroughly adaptable, must resolutely be put aside. 

As to the place which largo scalc amalgamations occupy 
relatively to mcrchanting firms whi(;h have an established business 
in disposing of the products of the industry, there is much to be 
said for the view that no adequate reorganisation of an industry 
is practicable so long as home merchants and foreign shippers 
continue their business on existing lines. Either they must 
greatly modify their operations to suit the new industrial organisa- 
tion, or the latter must develop its own marketing at home and 
abroad, as has largely been done in the new'er industries. 


Conditioiis Favotiring Specialisation 

Conditions favourable to specialisation did not come into 
existence until the latter part of the nineteenth century, when the 
mechanisation of agriculture in North America and most of Europe, 
and the increasing use of labour-saving machinery in our basic 
industries, had iiuu'oased purchasing pow er ; and freight rates by 
rail and ocean had been greatly reduced. In the last forty years 
markets have become world-wide, except for tariff obstructions ; 
and the purcliasing power of the population of these islands has 
greatly increased. It may be agi'eed that general economic 
conditions liave never been more favourable to sp('cialisation by 
British manufacturers, fonngn tariffs notwitlistanding. Sjieciali- 
sation is capable of rcahicing the price at which an article can be 
sold profitably by 25 to 5i) ])er cent — sometimes by 00 to 75 per 
cent, if the output be large enough. To obtain a large, output 
disposal abroad at a jiriee somewliat lower tlian in the home 
market can bo adopted profitably as a permanent policy ; w itness 
many American products. Consequently tariffs of 50 per cent, 
oven 50 per cent, will not stop the entry of our goods produced by 
specialisation into countries not producing with equal economy, 
and having markets large enough to keep down the cost of 
marketing. 

The above refers to kinds of articles already in use by, or well 
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known to all but the poorest classes in most countries of the 
world. In the case of an article for which there is a largo potential 
demand, but which embodies a now idea, find perhaps needs tho 
formation of a now liabit, people have to bo educated into knowing 
that the article exists to serve them ; and this will cost ]Mirhaps 
more in advertisement than tho actual cost of manufacture of the 
article. 

British manufacturers of firticles which have been in common 
use for decades or centuries still cling to the old system of market- 
ing through factors or wliolesale houses, cxce])t in a few trades like 
boot and slioe iiiaking. Tliis is aiitagonislic to fimalgainfitions 
and specialisation ; for oficli mannfactnror has his connections in 
several factors, and eacli of the hitter his connections with retailers 
on tho one liand find nianiifactiin'rs on llie other. To break into 
such a system witli an article, whicii must be sold everywhere to 
pay, costs much ca]>ital find ellort in orgfinisation. Usually it 
can only be done by an amalganifition of mfinnffictnrers in the 
same trade who can raise capital sunicknt to orgfinise mass 
marketing through tlicir own trfivcllers, or through chjiin stores. 

The foregoing iniulcquate skct(jh of the nifirkcdiiig conditions 
which favour spcchdisfition must sulUce. from considtTations of 
space. Anotb.er essentud eomlitiou is the avail.ibilitv of (*\perts 
wdio can aid the ]»r(j|jrietor, (n* nndert.:l:e for him tli(‘ planning of 
production and plant. This work is fi l)rcuu*h of engineering for 
ivhich the training is that of a fneclianic al and cl(‘clrie.‘d engineer, 
to w^hich must be added a sulHcient knowledge of jiccountancy to 
understand cost accounting in dtdr.il, the b;dance sh(»ct, find 
problems of dc])reciation : and familiarily w ith wfign systems, 
labour ju’oiderns r.iid elenient.'ry ('conomics. In th(» Tnited 
iStates during the present centurv prorluction engiiu'ering lia.s 
become a wx'll-cstablislied pr<.)fcssioii com])arab!e with <*leclriefil 
engineering; nnd ?nueli (d the astonishing jn-ogress of American 
industri(‘S sine(* the. Avar is flue to the* mnployriicnt. of these f‘Xj)erts, 
both fis full-li*n{‘ oin,';ei-s and as e.d\ iscrs fu* eof)sultants. 

A tliird condition w hich may be docisiv(' is t!i(‘ availability of 
new capital, '.riie eajjitfil rerjnired to build fiTuI erpiip a unit plant 
for continuous production with modern high-sperd automatic 
machines varies greatly according to llso cluiracter and size of the 
article ; but is always eonsiderabl(‘, judged by ninciecnth-century 
standards. When an inrbistry orgjinisefl on modern lines has 
proved profitfiblc the public will invest freely : the grfinio- 

phonc companies in recent years. Obviously fi ffivourablc report 
by well-known independent experts— one ii specialist in market 
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research, the other a production engineer — called in in a consulting 
capacity would strengthen the prosj^ectus ; but such consultants 
are very few in number as yet in this country and have yet to 
establish their practice and gain a wide reputation. Another 
difficulty is that where the article, or machines for making it, 
cannot be covered by patents, the firm may hesitate to advertise 
their plans widely by issuing a public prospectus. Investment 
trusts and issuing houses arc needed which will undertake to 
finance such now plants as their advisers approve, the shares being 
disposed of to the i)ublic after the concern has proved its dividend- 
paying capacity. There is here an opportunity for the recently 
formed Hankers’ Industrial Dovelo})ment Company, and perhaps 
for a new investment trust for each of the old-standing British 
industries. 

Capital would be required to the cxt(uit of some hundreds of 
millions of po\inds to introduce specialisation throughout our prin- 
cipal industries. I sec no ])rospect of raising the immense sums 
needed without Goxornment aid; and in our old industries, 
now subject to intense foreign competition, re-equipment is a 
speculative investinent unless done boldly on a very large scale. 
Government aid to i)rivatc enterprise is a vital national concern in 
the present state of our industries ; and it could take the form of 
advances through investment trusts for each industry or by 
guarantee of their bonds for a considc^ration of i- per cent per 
annum. The Stat(j must protect its own investment, and should 
protect capital privately subscribed for reconstruction and re- 
equipment of an \' industry for wliioh the ])r()spocts are good })eca.use 
the conditions are favourable if the plant be modernised. This 
indicates the pi’obfibility that sa,feguarding duties will be imposed 
to protect an iiidiistrV' during the period of re-equipment; but, 
unlilvo the recent and presi'iit safeguarding duties, they should be 
imposed only after the industry concerned has submitted plans for 
reorganisation and these have been aj>}>rov('d. rroteetion, wliich 
must be at a high rate, should bo offeixMl onI\^ for the precise 
period estiTnatecl to bo needed for rebuilding, and for a standard 
period of five years thorc'after. I'ho practical certainty of large 
profits for five yeai’s w'ould give security to tlio State and to the 
private investor, ft cannot bo seriously held that paying a 
shilling or so extra for a ])air of scissors or gloves is a liardshij) to 
the consumer. 

Another important condition favouring s])eeialisation is the 
absence of opposition from organised labour. It is commonly 
believed that Trade Unions have opposed the introduction of 
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labour-saving machinery in recent years. Whilst no doubt there 
have been cases of ignorant obstruction, the truth seems to be 
that the objection has been to changes which would be liable to 
lower the earnings of their members, and require longer hours, or 
more effort and attention during the existing hours, for the same 
rate of wages, on the theory that work involving greater mental 
or physical strain should be paid at a higher rate per hour. Piece- 
meal introduction of labour-saving appliances, or different ways 
of manning existing machines, is verj" liable to produce these 
results if profitable from the employer’s point of view. Specialisa- 
tion with continuous production involves the establishment of an 
entirely new plant ; and the problem is therefore different. Even 
with an increased output the number of workmen employed is 
likely to be considerably reduced. Many of the juachincs can be 
minded by women or men with some intelligence hut litth^ training, 
and a sufficient supply of such labour can be obtained at sub- 
stantially reduced wages rates. On the other hand, specialisa- 
tion rightly carried out is so profitable that high wages rates can 
be paid in any industry ; and it is a wise policy to incn'aso rather 
than decrease the wages of any purl of the staff, and to employ 
as many as possible of the former workmen. On the assumption 
that this will be the policy, organised labour is favourable to 
specialisation. In fact, at the present time the demand for 
rationalisation is coming from labour circles. 


Professional Associations 

An important characteristic of the second industrial revolution 
is the professionalising of industry. I’lie general administrative, 
technical and managerial functions are becoming clearly dis- 
tinguished ; and there is growing a recognition of the qualifications 
to be required of the candidates to fill iiosts for each of these 
functions. Just as the older iirofessions have each their associa- 
tion which sets up a standard of knoul(*dg(j and exj>eriencc for 
admission, so also the young professions coniujctc'd with industry 
are organising themselves and establishing standards of qualifica- 
tion for membershij). In some cases t(*sts have beem introduced : 
with others that erul is in view, and a jmlicy eff admission and 
education has been adoj)t(ul which will lead uj) to its attainment. 

This movement has extended much further in America than 
in this country; but h(Te there arcs a number of professional 
associations connected with industry already established and at 
work, even if their membership be not large. Everyone is familiar 
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with the Institute of Bankers and the Institution of Mechanical 
Engineers. Formed in recent years somewhat on tlie sajne lines 
are the Institution of Automobile Engineers, the Institution of 
Production Engineers, the Institute of Cost and Works Account- 
ants, the Association of Welfar<^ Workers and Personnel Managers, 
and the Institute of Industrial Administration. Although original 
members were admitted without examination, all these institutions 
now regularly hold examinations which young men and Avomcn 
have to pass in order to qualify for admission to membership or 
associateship. The Institution of Production Engineers deserves 
to be better known. It has set itself the task of raising the 
status of the industrial specialist to a high standard of education 
and technical qualification. 

An organisation of a different type which is characteristic of 
the new industrial revolution is the research institute. This may 
be, in fact, a Government or University department, an associa- 
tion, or an independent corporation. As cxainjDles I may mention 
the National Physical Laboratory, the Fuel Research Board, the 
Technological Departments in the Universities of Manchester, 
Leeds, and Sheffield ; the British Engineering Standards Associa- 
tion; the National Institute of Industrial Psychology, with its 
Scottish branch ; and the Shirley Institute, ^Manchester. Another 
type of organisation for research is that in which a number of 
firms in a trade combine to form an association to investigate 
problems in whicli all are more or less interested, as in the motor 
industry. “ Slanagcment research groups ” of this character are 
doing very useful work. 


Tradt Onjaiusation^H 

Another feature of the present industrial changes is the growing 
importance of trade organisations in British industries. W'e have 
long been familiar with associations of employers set up in 
opi>osition to 'IVade Unions. Tlieso belong to the old ortler of 
the first industrial revt)lution. The associations to \vhi<;li I refer 
do not concern themselves with questions of wages or conditions 
of employment, but with problems of marketing, the relation of 
the industry to Government and taxation, and with supplying 
their member firms with information of a t<'chnical and biKsiiiess 
character. There are over a hundred and sixt\' siieh associations 
in the various British industries, admitting to membership only 
firms actually engaged in the industry. Most of these associations 
are themselves members of the Federation of British Industries, 
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which has also some thousands of firms in direct membership. 
This federation has a considerable staff for aiding and informing 
its members in numerous ways. Having been founded only in 
1916, it is still young ; and it is possible that it may so develop as 
to take a leading part in the great changes in industrial structure 
which are neetled and imminent in the older British industries. 

Trade ItesvHs 

It was pointed out above that specialisation may bo introduced 
either in conditions of five coniiietition or following the creation of 
a complete or partial monopoly. As a rule it lias taken place and 
succeeded under free conijietition, as in Anuniea, (bTinany and 
some of tlie smaller European (^oiintri(\s. TIkto lias usually been 
a protective tariff; but Avlieu the lu^w ])lant has come into full 
operation this lias become iiioiKTatiw and ati export track' has 
been developed. In England special isaf ion is charact(*i*istie of 
the newer industries, situated for the most ])art in the? South 
Midlands or around London; but there are isolatc‘(l e.xamjiles in 
the hardware industries of the Black (^ouiitrv, and two uv threi* in 
Shcflield and the north -I'ast coast. 

Specialisation introduced by amalgamations has jirospiTi'd of 
recent years in America and (hTinany. Mnglaml is ama/.ingly 
backward in tliis res])ect. Such a combiner as AgrieuHural jind 
General Engiiu'ers has two or three const itueiit lii ins ])ro<lueing 
similar tyiics of tractors and other macliines. 1'h(‘ Xalioiial 
Light raslings Association simuus to be intiTcsP'd suh ly in main- 
taining prices (»f products and has done little or nothing to previmt 
its numerous numilier linns duplicating (‘aeh others ]>roduets. 
Ado/.en firms may be iirodueing the sameartick* in small ijuantilies 
and selling at an agreed pri»*e through the sana* ageiiey. In tiu* 
public interest speeialisafion and continuous production on a 
great scale is badly needed in all the liuusii-tittings and funiLhing, 
hardware and cutlery trades of tliis country ; ami where ])riee 
associations exist it is astonishing that specialisation is not 
organised by amalgamations, or by a system of mutual (?oii- 
cessions and joint selling agi^ncy. 

Specialisation taking place under free comjietition is irregular 
and unco-ordinated. Marketing is r(ilativ(*ly expensive; anil 
supplies of materials are not always assured at reasonable jiriccn. 
If amalgamation takes j)iaee, and some degree of monopoly is 
established, specialisation can be introduced almost simultaneously 
for a scries of products capable of being marketed together. There 



1931] 


THE SECOND INDUSTRIAL REVOLUTION 


17 


is a chance for the whole industry to be planned, which allows of 
important economies being realised both by extension to sources 
of raw materials and by utilising waste products. There is, of 
course, a danger that monopoly power may be used to keep up 
prices in spite of considerable rc<luctions of costs having been 
realised, as has happened in the petroleum refining and tobacco 
manufacturing industries. Tf carried to excess this tendency will 
lead to a demand either for the control of prices, or the taking over 
of the infliistry by a public corporation working not for profit, but 
for a fixed rate of interest on capital. It is important to realise 
that the professionalisation of industrial management novr l)egin- 
ning, together with accurate cost accounting and statistical 
systems of control, render public operation of manufacturing 
industry possible ; and far easier than the nationalisation of mines, 
which is insistently demanded. 

Social Ben nils 

During the nineteenth century England became unaccustomed 
to the Hooding of its markets by manufactured products from 
abroad. The id(*a was self-sufficiency in manufa(,*tiircd products, 
and a considerable export of the same, wliilst importing food and 
raw materials. Tlu^ ])rogress of the new industrial revolution in 
other countries has entirely altered the outlook. Artic les producred 
by specialisation abroad will invade our markets more', and more, 
and protective duties would need to be liigh to keep them in check. 
Once a British industry liad a(lo])ted specialisation and established 
its position it would not need protection. 

The nineteenth-century doctrine of free tratle did not envisage 
a situation in w hich England w ould be one of a number of highly 
industrialised country's in all ]mrts of the world. It is obvious 
that in the new’ situation that Avill be created by the second 
industrial revolution it will be possible to sup])ly the Avhole 
population with manufaxttured goods of the greatest variety ; and 
the problem Avill then present an aspect Avhich seems never to 
luiA-e been thought out. Apart from primary industries w hich are 
dependent on climate or the locality of oceiirnuice of natural 
resources, the contn)V(*rsy between free trade and protection 
resolves itself into the question w hether w e wish most the develop- 
ment of the industries of transport, with their inconveniences to 
the w'orkers, or of manufactures. Eor most kinds of manufactuml 
goods now on our markets the Iiome demand Avill become so great 
that the limit of reduction of cost by specialisation will be reached 
No. 161.^ — VOL. XLL c 
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ill supplying the homo demand. Interchange with other countries 
would only be desirable if differences of style or of artistic design 
were appreciated. There would always be, however, a consider- 
able fringe of articles, often recent inventions, in which the limits 
of economy by specialisation would not be reached in supplying 
the home marJeet. In this case specialisation by countries would 
be desirable, '.rhus, whether protective tariffs should bo imposed 
to guard a liomc industry or not depends upon the probable 
ultimate homo demand; and, of course, on whether the industry 
is prcjiared to oiganise itself for specialisation. 

In conclusion, it may be ivell to point out that specialisation, 
no less than comph^te ration«alisation, in any country which fidoptcd 
it for all its industries would enormously increase the real income 
of the community. This indicates the outstanding importance of 
pushing on rapidly with bringing into being the new structure of 
industry in this country. Beside this, questions of the distribu- 
tion of gold and bank credit arc of slight and temporaiy significance'. 
The real solution of the unemplojnnent pi’oblem in this country 
is the reduction of the costs of production in industries and 
agriculture : and this can be done by specialisation and mechanisa- 
tion. The faster theses are pushed on the more employment will 
there be in expanding the machine-making industries, and in 
manufacturing tractors and improved agricultural machinery. 
The building trade would be enormously (‘X])anded in constructing 
the new factories and in solving the housing j)roblem with the aid 
of specialisation in the production of all the parts and fittings of 
houses. It seems probable, indeed, that the technological unem- 
ployment created by rapid rationalisation of our older industries 
could be nearly balanced by the absorption of workers in th(5 
constructional industries, so that un('mj)Ioyment would remain at 
about the present volume during the transition period. Wlien 
the much lower range of prices and new marketing organisation 
had been brought into being the volume of unemployment might 
be expected to fall rapidly to perhaps the ])rc-war proi^ortion of the 
population. The capital required for the reconditioning of British 
industries will amount to very many millions of pounds, needed 
within five years or so. Progress is rctai-ded partly by ignorance 
of the methods of specialisation, partly by vested intenjsts, partly 
by the fancied opposition of organised labour, and largely by a 
general want of confidence. To jirovitle the capital in the large 
amounts needed as and when required it seems essential that the 
credit of the State should be used in one way (jr another. 

H. Stani.ey Jevons 



A Sl^AIUSl'lCAL CONI^RIBUTION TO THE THEORY OE 
WOMEN’S WAGES 

I 


It is in the nature of a “ contrihution ” that there should be 
some corpus of accepted fact to which it adds. Hence this paper 
does not pretend to cover the whole case of women’s wages, but 
starts with the belief that in certain important classes of work 
where both sexes are employed the women’s elTiciency wage is 
significantly lower than the men’s, and seeks an explanation of the 
phenomenon along a new line of observation and reasoning. 

The main class of occupations in which both women and men 
are found to be employed is, broadly speaking, semi-skilled work — 
that is, work requiring a short i^eriod of training and a certain 
dogtx'c of dexterity, responsibility and sensitivity. This work 
includes the “ feeding ” and oi)eration of semi-automatic machines; 
the assembly by hand of standard parts, packing and box-making, 
etc., and also inspection. The class may be extended to cover the 
routine work of clerks, sho]> assistants or waiters. 

In such work, output (or sales) is the main requirement, not 
general resourc(^fulness ; and the quantity and quality of the 
women’s output arc c(u*tainly not lower than the men's.^ Nor are 
women found necessarily more expensive on account of lost time - 

^ TToro nro soino ropivst'iitativt? opinioiis of rmpN>yrrs in various Midland 
Jiidiistrii's : 

“Jobs which aro repel itivo in charaeter or monotonous or where tho unit 
worked upon is small ainl light appear to he performed better by girls than by 
men.” 

” Wc have tried work('rs of both sexes on similar jobs; and m.nking a general 
comparison of tho n^sults w«? should say, that women equal men in every way, 
except ing for heavy labour, in the matter of eftieieney, while in every ease their 
omploymont has elTected an economy to us in the wages paiil.” 

“ In the ease of men the unit t'ost wouhl ho much higher for any repetition 
work within the limit of women's strength. Women aro bigger producers than 
men.” 

® Women appear to hav<^ fowi'r ” attacks ” of 8ieknea.s than men, and it is 
tlio reorganisation necessitated by the initial noii-at tendance tluit is tho chief 
expense to tho oinpk>yer; and though the average duration of women's attacks 
is longor, it is only very slightly longer if ngo-groups typically employed are com- 
pared. Oecupiod women nro on the whole younger than occupied men and 
eoinparison should not bo made of tho same nge-group. See Watson, National 
Health rnsiiruiico,'’ SiatimficaJ Journal, Vol. Xt\, iii. 
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or labour turnover.^ Moreover, the period of training necessary 
for this class of work being short, it is no great loss when the 
employee leaves (as women do on marriage) after a certain period 
of industrial service, -the commonest age at marriage being 
between 21 and 25 for spinsters, a typical length of industrial life 
for a woman would be eiglit 3 ’cai'S. Yet in the general wages system 
ruling in most industrial countries semi-skilled women’s wages 
are, in fact, below M??skillcd men’s wages, and probably only 50-70 
per cent, of the wages of similarly semi-skilled men. Thus we are 
driven to the conclusion that the eflicieiicy wage of men and 
women is not equal, that their i)a 3 'ment is not the same for trades 
“ which are of equal difficult^'^ and disagrceablcnoss, which require 
equal natural abilities and an equally" oxi^msivc training.” ^ 

In accepting the knowledge that in given classes of occupation 
w'omcn’s efficiency w'ages arc lower than men’s, the main factor 
in the depression of theur wages,” that is, universally recognised,” 
is the crowding of women into a comparatively few occupations.”** 
This view implies that within or without the class of work alread\^ 
considered there is little further work in which women could be 
occupied, and that the supjfiy of women is nnich larger in relation 
to its opportunities for occupation than is the case with men. 1’hc 
latter implication will bc' dealt with shortly', the former requires 
immediate consideration. 

On the whole, modern technical and organisational <lov(doi>- 
ments in industry have reduced the need for heavy unskilled 
labour and have favoured the extension of the semi-skilled work, 
at which women can be efficiently occupied. Standardisation and 
mass production, planning, mechjinisation and subdivision of pro- 
cesses all permit increasing use of only slightly trained labour 
in light repetitive? aiul routine opc^rations. And a few of the more 
progressive firms have in fact greatly increased the jiroportion of 
women the}" emplo\'.^ But general statistics of (employment show 
at most onl^" a verv' slow substitution. 

A Home Office studv’' (Cmd. 3508) entitkvl A Study of the 
Factors which have oyeralcd in the past and those which are operating 
now to determine the Distrihntion of Women in Industry, gives a 

^ 8iu‘h figures of labour- turiiov<T as Iiavo hitherto been collcetofl (v.g, 
Florenro, Kconomirti of Fnligur, and I’nrvftf, Chap. VJ) show ii higlier tiiriiovor 
among men and boys than among women and girls. 

® Pigou, Economics of Wclfnrv, 3rd ed., y>. 049. 

® Edgeworth, Presidential A<ldrc8s EeonoTiiie, Koetion, liritiKh Association, 
1922, Economic JiiCRNAL, Dceornbor 1922. 

* Sec C. G. Reiiold, ‘'The Present Position of Skill in Industry,'’ Economic 
JoijiiNAii, Deeeinher 1928. 
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table showing the percentage of females employed in the larger 
industries in the years 1890, 1895, 1907 and 1028. The figures 
for three of these years are reproduced in Table A. It can be seen 
at a glance that the rise in the proportion of women employed in 
these industries was slower in the twenty-one ycjars subsequent to 
] 907 than in the seventeen years prior to that year. The only 
industries that prove an exce])tion to this gcneralisiation are 
(1) Metal and (2) Printing, Bleiiching, Dyeing and Lace Ware- 
houses. This slow'er substitution of women for men recently has 
occurred in spite of (1) the considerable substitution of women for 
men during the war, (2) tlie recent heavy fall in the employment 
of female domestic servants and the possibility of their trans- 
ference to industry, and (3) the present higher proportion of 
w'omen to men in the population as a whole, owing to war 
casualties. 


'Fable A 

Percentage of Women among Total Occupied in Specified. 
Industrie^', 


Imlustry. 


1{M)7. 

1028. 

(!ot(on 

()t)*li:t 

02-25 

0.1-14 

Woollen nnd Worst ( m I 

50-47 

58;{:< 

(iOM4 

iind Kartheiiware . 

.‘{7 OS 

40-21 

50-10 

Kood and Drink .... 

15-Sl 

2S-7S 

.10-0.1 

'rf)hH('(*o ..... 


74-80 

72-07 

Metal (except i'^xtraction and Founding) 

7-27 

.5-8.5 

11-04 

Printing:, nieachinj;, Dyeing; aial laico 

27 -OO 

27-11 

12-12 

Clothinu ..... 

rio-.')'.) 

00-11 

1)7-90 

Paper, Print iiiji and Statuaicry 

. 20S2 

:i.5-02 

17-45 

i'heinical.s ..... 

‘t-.'Vli 

10-02 

lS-09 

All Textile 

OU-.Kt 

02-.5;i 

01-89 

Xoii-Textilo ..... 

1.5-51 

22 -SO 

27-09 


'Fhe industries given in 'liable A include all manufacturing 
industries where women an* employed in any considerable num- 
bers. But it excludes such important women's trades as (1) 
commerce, banking, insurance and linance; (2) insurable pro- 
fessional services; (3) hotel, boarding-house and (dub services; 
(4) laundries, dyeing and dry cleaning ; (5) the distributive trades. 
HcrCjhowOTcr, we can calculate changes in the proportion of women 
among all employees sinee July 1023 by n>ference to the number 
of persons insured under the Unemployed Insurance Acts. In 
these five trades or occupations added together there were in July 
1923, 840,030 women among a total of 1,875,200 insured persons — 
i,e. a proportion of 45’ 3 per cent.; and there w'ero, in July 1930, 
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1,166,230 women among a total of 2,615,660 — i.c, the proportion 
hod fallen to 44*6 per cent. 

One may conclude that substitution of women for men has been 
taking place gradually since 1890, but that in spite of war-time 
events, the reduction of women in domestic service and the 
dilution of labour with increased subdivisions of processes, there is 
no sign of any acceleration in substitution during recent years. 

Whatever criterion we adopt, the rate of substitution cannot 
be considered high, and is certainly less than is to bo expected from 
the disparity in eificioncy wages that we hold to exist, especially 
for a period when employers have been constrained to think hard 
about costs and economy. We thus reach what Professor Gassel 
calls “ the heart of the question.” ^ 

A good deal has been written about the inequality of wages, 
for presumably the same work, of the two sexes. . . . But the 
main question remains unanswered. How can female labour 
generally and permanently receive a lower wage than it is worth — 
that is to say, a price below that which equilibrium between supply 
and demand would fix in the pricing process ? When it is said 
that it is unjust to pay female labour less than male, it is not clear 
why the employer who employs both kinds of labour together does 
not increasingly substitute the cheaper female labour for the dearer 
male labour. There you have the heart of the question. If the 
employer — and we must assume that he acts from the purely 
business point of view — does not do this, we must conclude that 
he puts a higher value on the male labour for some reason or other, 
in spite of the supposed equal work.” 

II 

But does the employer always act from the purely business 
point of view, and is he always free to act ? In short, is the 
explanation of the apparent paradox that the employer is not an 
economic man ; or is it that custom, or Trade Unions, block 
possible economic acts on his part ? 

Both those hypotheses are, I think, partial explanations. I 
have circularised several large employers with the question 
whether, if they considered they got better value for money by 
employing women (which most of them did), they were able to 
extend the employment of women, and if not, why not ? 

Several of the answers indicate either that the employer had not 
thought about the possibility of substitution and had not made 

‘ Theory oj Social Economy, Vol. I, pp. 314-15. 
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any estimate of women’s efficiency; or if he had thought and 
estimated, had allowed non-economic consideration to influence 
his policy. 

Thus Messrs. D consider that the existing unemployment 
among men generally would not justify them morally in “ sacking ” 
any more men. Messrs. C considers that though other firms are 
employing women on jobs similar to some on which they are 
employing men, yet these jobs are in their opinion not “ suitable ” 
for women. “ There are plenty of operations whicli, owing to the 
character or nature of the work — ^weight, dirtiness, etc. — we 
consider unfit for women, and on which wo would not employ them. 
Wo certainly should not employ women merely because they are 
cheaper.” 

As to Trade Union action or custom, the fear that ” there may 
bo trouble ” is often a deciding factor where the arguments are 
slightly in favour of substitution. In the Homo Office study of 
The Dislribntion of irorncn in Industry cited above, the allocation 
of work by trade agreements and the influence of Trade Unions in 
rc^stricting women to what they (the male Unions) consider suitable 
work, is remarked upon in industry after industry — e.g, pottery, 
boots and shoes, tinplates, hosiery and, notably in Scotland, 
printing. 

It was this ” unsymmetrical ])rcssure on the employer exerted 
by men’s Trade Unions ” that Edgeworth stressed when criticising 
Cassel’s position in his Presidential Address to the Economic 
Section of the British Association in 1922. And Pigou cites Trade 
Union })ressure or custom as causes why equilibrium is not attained 
in this matter in the long run. 

But there arc limits to tlie effectiveness of Trade Union 
restrictions and of custom when they are set up against the stark 
realities of the labour market. If there is only a limited supply 
of available men and a plethora of available women, as in agri- 
cultural or mining districts, women will bo employed in the very 
occupations from which they are debarred in areas where men are 
plentiful. The Home Office study points to a number of such 
local variations, particularly in the cotton industry, largely due to 
the varying strength of the Union’s position, whicli depended, in 
turn, on the condition of the local labour market. 

It is usually assumed that the economic forces of supply and 
demand act antagonistically to the male Trade Union position ; 
that the demand for women’s labour, based on women’s appai-ently 
superior efficiency in relation to wage, will inevitably undermine 
the attempt to restrict women’s employment. Within limits this 
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assumption is, 1 think, valid. A certain supply of women can be 
obtained cheap, and the men’s Trade Union wage will be under 
cut — but only up to a point. And if this point were not soon 
reached I do not think that IVado Union restrictions upon the 
employment of women would avail. In fact, however, once a 
certain number of women is absorbed by industry the remainder 
do not clamour to overcome Trade Union barriers. 

For the supply of women available for employment cheap in 
any one area is strictly limited by certain institutional factors. 
This limit to the supply of available women tends to support the 
Trade Union position, and in the last resort is j)erhaps the most 
important factor in the situation. It has not hitherto received 
much attention, and the particular statistical contribution to 
which my title refers is the calculation of the pro 2 )ortion of women 
that can be considered really available for industi-y over and above 
those already occupied. 


Ill 

The s'lpply of women available for employment consists 
chiefly of spinsters (and possibly widows) aged 14 to 05. Women 
leave industry on marriage as a rule. In England and Wales 
there were in 1921, 7,590,000 married women, of whom only 
693,000, or 9’1 per cent., were returned as engaged in a gainful 
occupation. The corresponding percentage of widows occupied 
was 26 per cent., and of spinsters occupied 69 per cent. Nor was 
the percentage of married women who were occupied much higher 
in manufacturing areas than in England and Wales as a whole. 
The proportion was 10*8 per cent, in the Midlands, 9-J> ])er cent, in 
the London, and 9- 7 percent, in the Yorkshire area ; it was higher 
in the Lancashire (textile) area, namely 16 ])or cent., and lower 
in South Wales and the North-East coasts (mining and heavy 
industries) areas, namely, :M per cent, and 3-5 per cent. 

The chief exceptions to the conventional rule of a woman’s 
retirement on marriage appear to occur in the following cases : 

(1) Where the occupation is not carried on full-time within 
stated hours, thus permitting some care of house and children 
(if any) during the day. I’his class includes the so-calleicl sweated 
home-work trades (according to the Census of 1921, 26 per cent of 
workers “ on own account ” were married) ; charwomen (35 per 
cent, married) ; and laundry workers (24 per cent, married).^ 

* ThcHoand the following porcentagosaro given in tho Study of the Distribution 
of Women in Industry, Homo Oilico, Cmd. 3508. 



1931] 


THE THEORY OP WOMEN’S WAGES 


25 


(2) Where skill has been acquired before marriage, and can 
command relatively high wages after marriage. This is par- 
ticularly true in the cotton industry (28 per cent, of weavers 
married) and the pottery industry (24 per cent, married). Hence 
the high percentage of married women occupied in the Lancashire 
area. In most factory industries, however, the percentage of 
occupied women that are married is considerably lower, e.gf. 

9 per cent, in tobacco, 7 per cent, in sugar confectionery, scientific 
instruments, printing and bookbinding, respectively, and 5 per 
cent, in electrical apparatus. 

(3) Among the very poor, where a married woman may, if her 
husband is incapacitated or unemployed, be driven to seek full- 
time employment. This class, owing to insurance benefits and 
pensions, is probably on the decreasi^, and in any case tends to 
merge into class (1). It has probably not the importance often 
attributenl to it in pulling down factory wages. 

Generally, how'ever, once a woman has definitely left an 
occupation, e..g, is not just temporarily unoccupied while child- 
bearing, it is unusual for her to re-enter the labour market while 
still married. Far from any re-entry after the children have been 
reared, as might be assumed, it can be shown from the Census 
tables that the proportion of married women who arc occupied 
decreases steadily in consecutive age groups.^ 

In calculating the su])ply of women available for industrial 
occupation, therefore, we may concentrate on the unmarried of 
working ages, i,e. from 14 to 55. We shall in the first instance 
include widows among the unmarried, since in the Census j^ear of 
1921 they were not yet in receipt of pensions as such. 

Statistics w ere collected for England and Wales as a whole ; for 
seven County Boroughs within the Birmingham area — (a) Bir- 
mingham w ith its boundaries as altered in 1911, thus permitting 
comparison between the position in the two years 1911 and 1921, 
(6) Smethwick, (r) Walsall, (r/) West Bromwich, (e) Wolver- 
hampton, (/) Coventry, (g) Dudley : and for Worcester, a County 

^ Pigou Kiws A wronp iinproRsion when ho writes (Kcononnrs of Wtlfnre^ 
3rd ed. p. 504) : “ Tn tlio porio«l 45 to and still more markedly in the period 
.'i.'i to 0.5, while tho poroentAj'o of * oooupietl ’ men declines very rapidly, the fjer- 
centapo of oocupied woinoii hardly declines at all, the explanation being that 
many women return to industry after tho death of their husbands. Taking 
the Census of 1921 for England and Wales and comparing tho throe age-groups, 
36 to 44, 46 to 64, and 55 to 04, the peroentnge of men occupied is 98, 97 and 
92. The percentage of women 22-7, 20*8 and 191. This represents a decline 
from the 36 to 44 proportion of 1 j)er cent, and (» per cent, in the two following 
agc-groiips in the ease of men, and a oorresponding decline of 8 per cent, and 
16 per (*cnt. in the ease of women. 
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Borough outside the Birmingham area. This last-mentioned 
County Borough was chosen because of the unusual amount of 
home-work provided for women by the glove industry. 

The numbers given in the first column of Table B arc totals 
of women over 14 years who were occupied in that year. The 
numbers of women occupied, given in the 1921 Occupation 
Census, are of women 12 years and over, so that it was only 
necessary to subtract from this total the occupied women in the 
age-class 12 to 14 years. 

A similar subtraction of unoccupied women 12 to 14 years 
from the total numbers of unoccupied women 12 years and over 
was made in order to obtain the total of unoccupied women over 
14 years given in the second column of the table. 

The third column consists of the numbers of married unoccu- 
pied women up to 65 years. ^ 

In the fourth column may be found the numbers of all women 
over 65 years who were unoccupied in 1921. These were taken 
directly from the County Occupation taldes, 1921. 

The numbers of residue ’’ women in the fifth column consist 
in the numbers of women given in column 2 minus those given in 
columns 3 and 4 together. They arc tlie unoccupied spinsters 
and widows aged 14 to 66. 

In the sixth column arc given the percentages which this 
“ residue ’’ of women constituted of the total numbers of women 
occupied and unoccupied over 14 years — the sum, that is, of the 
numbers given in columns 1 and 2. 

The last column of Table B giving the corresponding per- 
centage for 1911 show^s the changes which occurred in the per- 
centages of “ residue ” of women in England and Wales and the 
eight County Boroughs. It is significant that these changes have 
been only very slight in the case of Birmingham, Smethwick, 
Walsall and Coventry, which show^ed the lowest percentages in 
1911, and a little greater, relatively, in the case of those County 
Boroughs which had a somewhat higher percentage of “ residue ” 
unoccupied women. The relative position of eaeh of the County 
Boroughs remained roughly the same during the period 1911-21, 

^ Excopt for ^England and Wales as a wliolo it was not possiblo to obtain 
these figures directly from the Occupation Census, and I should like to express 
ray obligation to Miss P. Wyldo Brown, M.A., for the somewhat complicated 
calculations involved in deriving the figiiros from tho Census rotunis as well as 
for compiling the more accessible data into Tables B and C. At one stage in 
the calculation of column 3 the iiuml)er of occupied married women over 03 
years of age was required, and they could only be obtained by search at Somerset 
House. 
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each County Borough having in 1921 a slightly decreased per- 
centage of “ residue ” of unoccupied women. 


Table B 

Calculation of Residue of Women available for Gainful Occupation. 
Census of Papulation, 1921. 
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For England and \\'al<‘s as a whole, the available residue 
percentage runs higher than in the Birmingham area. This is 
largely due to the inclusion of the mining and iron and steel areas 
of South Wales and the North-East coast, whore the available 
residue of women appears (in 1921) to have been between 21 and 
22 per cent, of all women of working ago. The other “ industrial 
areas ” distinguished in the 1921 census — Greater London, 
Lancashire and Yorkshire — all yield an available residue per- 
centage almost as low' as towns in the Birmingham Area, i.e. 
between 12 J per cent, and 14 per cent. Between 1911 and 1921 it 
will be noticed that the available residue percentage has slightly 
decreased for the country as a whole. 

These conclusions, drawn from the Census of Population, may 
be “ checked ** by reference to two w^ll-known “social surveys.” 
In Bowley and Burnett-Hurst’s Livelihood and Poverty and Bowley 
and Hogg’s Has Poverty Diminished ? details of the exact com- 
position of each of the families enumerated is given in the Ap]L)endix. 
Earners are distinguished from non-earners,^ and women below' 
14 years of ago and above 70 (not 66, unfortunately) arc separately 
designated, as also single w'onien ; but widow’s are not distinguished 

» Earners, being thoso who habitually worked for wages,” would inoludo 
the temporarily unemployed, and are practically equivalent to tho Census 
“ occiipi^.’* 
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from wives — ^both are symbolised as “ w.” ^ Let us hope this 
distinction will be made in future social surveys to bring results 
in line with the Census distinctions. From the data given in the 
later survey, Poverty Diminished?, Table C may be constructed, 
relating to Northampton, Warrington, Heading, Stanley and 
Bolton for the year 1924, similar in form to Table B. 


Table C 

Calculation of Residue, of Women available for Gainful Occupation, 
Social Surveys for 1924. 
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Male labour is immobile enough, but female labour, owing to 
family ties and social convention, is vastly more so. It is generally 
a Joint Supply with, or rather a “ By-Supply ” of Male Labour. 
We may therefore neglect the large residues of available w^omen 
in mining and iron and steel areas such as South Wales, and Stanley 
and the North-East coast. They will hardly affect the labour 
market in such manufacturing areas as Lancashire, London and 

^ 111 caleulatinf? the figures in Tabic C on ii basis ronijiarablc to tliosc in 
Tabic B an estimate therefore had to tie made for the iinoeeiijiiefl wiflows aged 
up to firt. Ill the Census of England and Wales it was found that the unoc- 
cupied widows aged up to (>5 years formed 7*7 per ciuit. of the total unoccupied 
widows and married women aged up to 70. This latter total is identical with 
tho “ w’s ” in the survey, hence column (S) is 92*3 jier cent, of nil unoccupied 
widows and wives counted in the survey, and c'oluinn (o) includes together with 
unoccupied girls (“ g ’ ) daughters (“ d and other females ( “ f "), 7*7 por cent, 
of this total of unocmipied widows and wives (“ w ”). Even so, unoccupied 
spinsters 6.'5-70 arc not excluded from tho available women, as is dono in Table 
B; but they are a small number and the error goes against my thesis. Tho 
other columns are obtained from the data in the respective “Table X ” for each 
of the five towns surveyed. Tho figures in columns (1) and (2) are equivalent to 
the number of women, plus girls 14— Ifi, earning and not earning respectively; 
the figures in column 4 are identical w'ith those for the women over 70 symbolised 
by “ 2 ” in tho Appendix of the Survey. 
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the Midlands, or in such towns as Warrington, Bolton, Northamp- 
ton and Beading. Here, since the war, the available residue of 
women appears from the table to be definitely below 14 per cent, 
of all adult women. In the manufacturing towns investigated by 
Bowicy and Hogg in 1924 the percentage is indeed in no case 
above 12-7 per cent. The reason for this slight divergence is not 
far to seek. The percentages derived from ('ensus figures include 
all the population; Bowley and Hogg’s figures refer only to a 
representative sample of the working-class population at large, i.c. 
outside of institutions such ais the workhouse. It is the working- 
class population at large that interests us here ; hence the Census 
percentages, surprisingly low as they may appear, require further 
reduction. 

From the residue of apparently availal)le women found in the 
(.'ensus must be subtracted : 

(1) The idle rich, comprising girls living at home unoccupied, 
and women “ of means,” whether maiden ladies or widows. 

(2) Inmates of institutions without hope of entering or 
re-entering industry. 

And both from the (Amsus figuivs and those of Bow loy-~Hurst - 
Hogg miKst be subtracted : 

(3) “ Indej)eiident ” working-class women with sufficient 
means, e.g, a jx'nsion, to avoid employment. 

(4) Invalids incapable of industrial em]>loyment, who are — all 
the same — living at home. 

(5) The mentally defective, living at home. 

(fi) Widowed mothei's with children too young to be left 
without attention during the day, and who are unable to find 
others to look after them. 

(7) Girls “ hel])ing mother ” at home. A likely circumstance 
of elder daughters whci'e there is a large family of younger children. 

(8) Women “ keeping house ” not for a husband, yet not for 
gain, and therefore not technically occupied. This class would 
include widowers’ daughters or other relatives “ substituting ” for 
the housewife. 

(9) Schoolgirls of working age. ?.r. older than 14. 

An estimate of the percentage of all adult w omen (numbering 
approximately fifU'cn millions in England and Wales, 1921), which 
women in these nine circumstances probably form, is given in 
Table D. 
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Table D 

Proportion of Women not avaiUMe for Gainful Occupation^ 
even though unmarried and aged 14-65, on account of Specified 
Circumstances, 


Cii'cunistaTicc. 

(1) Idlorirh. 

(2) Iimintes. 

(3) Iiidopendonts. 

(4) Invalids. 


(o) Defectives. 


(0) Widow’rri 

MothcTs. 

(7) brothers’ 

Helpers. 

(8) Substitutes for 

HouBOM’ifo. 

(9) Schoolgirls. 


Sources of [nfornmtioii and the 
Methods of Kstiinulioii. 


Estimated 
Percentage 
of all Adult 
Women 
(15 millions) 
I (1921). 


200.000 had incomes over £700 in 1010. 
I’robably about Iialf wore, or supported 
an idle iiniiiarried woman, 14 -05. 

132.000 w'omen over 12 in institutions or i% 
homos in 1921. At least one quarter un- 
married women, 14-05. 

Sample investigation (see footnote '). Per- 
centage included in Class 0. 

1‘3% of spinsters and widows, 10-04, re- I'Jo 
ceived diaibility benefit iintler Health In- 
suraiico at any one time - 0*0®,', of all 
adult women. Ad<l invalids nover insur- 
able. 

0*475% of females over 10 montally deficient 
or imbecile (excluding idiots). Half at 
home and unmarried. 

575.000 widows, 14-05, mioccapicd in 1021. 
One-quarter tied to cliildren, or pensioned, 
etc. 

Sample investigation of unoccupied girls not 1% 
at school, aged 14-10 (soo footnote ^). 

Sample investigation (see footnote ^). HJo 


Tn 1921, 02,000 over 14 in elementary 1% 
schools, 80,000 (estimated) fuU-timo in 
s(M*ondury and higher education. 

2AS02.- I eiVi 


A partial check on the estiinatt?s in Table D is alforded by 
luforcnce to the Census Returns of unoccupied males aged 14-65. 
The total of these for England and Wales in 1021 was 680,000, or 
5*2 per cent, of the total of the 13,150,000 males over 14. Lack of 
occupation on the part of men cannot be attributed to circum- 
stances (6), (7) and (8), and not in the same proportions to (1) and 
(3) ; but similarly to the case of women, may be duo to men being 

^ Among a total of 5,700 women over 14 iiivostigalcd by Howloy and Hogg 
in 1924 at Xorthanipton, Warrington, Reading and Holton, 71, or 1*25 per cent., 
wore immarricd yet iinoc(;upicd in homes where there was no other woman 
unoccupied — presumably they were keeping hoii.so in siibstilutioii for a married 
unoccupied woman (circumstance 8); J.30, or 2'4 per cent., wore unoccupied 
girls between 14 and 16 — soino of thoso would bo at school (say 1 per cent.), but 
most of the others, i.c. 1*4 per cent., were probably “ helping mother ” (circum- 
stance 7); 24, or 0*4 per cent., were living unoeirupicd and ulono, presumably 
(circumstanco 3) with indf 'pendent moans. In Table D theso poreontages of 
1*25 and 1*4 have boon rcdiujcd to a coiisorvativo estimate of 1 per cent, and 
1 per cent, respectiv'ely, and the 0*4 per cent, of indepondonts included under 
circumstance 0. 
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(2) inmates, (4) invalids, (5) defectives, (9) at school. Under (9) 
the percentage is approximately the same as for the girls — 1 per 
cent. But the remaining 4- 2 per cent, cannot bo directly compared 
with the women’s percentages in circumstances 2, 4 and 5 — 
totalling Ij per cent, in our estimate. For a proportion of all 
women that are (2) inmates, (4) invalids and (5) defectives has 
already been subtracted in subtracting married unoccupied 
women uj) to 66 to obtain the “ available residue.” These 
married unoccupied women numbered slightly under half of all 
women aged 14 and upward (see Table B, Columns 1, 2 and 3). 
Hence the unmarried j^et unavailable percentage under these 
circumstances (2, 4, 5) should, on the analogy of the men, be 
somewhat over half of 4-2 per cent. ; or, if wc subtract the handful 
of idle rich (1) or independent (3) males aged 14-65, perhaps just 
under 2 per cent. This tends to establish the estimate of U per 
cent, for the women as somewhat conservative. 

'rho nine additional classes of women probabl}^ unavailable 
for industrial occupation differ, of course, in the degree of their 
probable unavailability. Gasses (1) the idle rich, (2) inmates, 
(4) invalids, (6) mentally deficient and (9) schoolgirls totalling 
3J j)or cent, are probably" entirely unavailable. Classes (3) 
independent working-class women, (6) widowed mothers, (7) 
mothers’ heljx?rs and (8) .sub.siitutes for housewife can probably be 
drawn, upon by industry to a limited extent ; they are partly 
available as la supply of labour, but that supply is highly inelastic. 
The result of subtracting these additional percentages of all 
women over 14 that arc jirobably unavailable is given in Table E. 


'J’able E 

Further Correction of Available Residue of Women as percentage of 
all Women over 14. 
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IV 

We have now reached the admittedly paradoxical position 
that women’s wages are low because their supply is limited. But 
I do not think that this conclusion necessarily proves that either 
my own explanation or the general theory of supply and demand 
is untrue. The paradox only emphasises the importance of 
thinking in terms of curves^ and of realising the assumptions on 
which the theory is based. The theory may not be untrue, but 
merely inapplicable under the actual circumstances. 

The supply price of women’s labour is in my view a curve 
beginning low, but sloping steeply upward as the amount of 
labour called forth increases. 

The women’s supply curve certainly begins low compared to 
the men’s. 

“ Fathers of families expect a family wage, and since most 
workmen cither are, have been, or expect to be fathei*s of 
families, an effective majority of all male Trade Unionists 
will insist on a family wage being written into their *' collective ’ 
bargain with the employers. They meet the employers in a 
solid front with an agreed common rule for which all are 
prepared to strike if necessary. Not so among women. 
Among working women there is not one standard upon which 
a sufficient majority can agree and force upon the minority. 
For there arc probably as many girls industrially employed 
who are living with their parents, and not wanting fidl keep, 
as girls and women living alone or trying to keep themselves 
and support dejx'ndents to boot. There can be no agreement 
to strike for wages sufficient to meet the heavy demands upon 
the women supporting others, and any wage adequate to their 
needs that may be secured is likely to be undercut by the low^ 
standard of requirements of girls partially supported by 
others.” ’ 

But, as suggested above, the women’s supply price will after 
a point curve steeply upward ; and the of the wdiole curve 
may be presented concretely ])y an estimate of the numerical 
frequency of the various groups composing the supply of 
women. Possibly about 10 per cent, of occupied women and 
girls offer themselves for employment mei'cly to avoid the tedium 
of home, helping mother sweep, wash dishes and darn clothes, 

* Kloroiice, Thr. St-atifitical Mvllwd in ICfonotnicM and PolUival ISciencr, p. 41. 
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etc.,1 and to secure the social companionship of the factory and 
a certain independence. This proportion of occupied women 
might well have a supply price as low as from 0-10«. a week. 
Next in order of supply price, willing perhaps to take as little as 
10«.-15t9. a week, come the large proportion of all occupied women 
and girls, say 50 per cent, who are expected to contribute to a 
family income the bulk of which is earned by a father and possibly 
by brothers and sisters. Next come those supporting themselves 
and perhaps requiring at least 155.-20^. a week; the proportion 
of self-supporters among all occupied women is, say, 20 per 
cent. Next come those women who have the responsibility of 
partially or wholly supporting dependents. The proportion of 
these among working women is, according to Rowntree and 
Stuart, 2 12 per cent. ; they might well require from 21.s. to 355 . 
according to the fraction of dependents and their bargaining 
power, if they arc to avoid the workhouse. 

In addition to these classes of women with fairly fixed ideas 
as to their requirements, are others who arc not particularly bored 
or exploited at home, are not expected to contribute to the family 
income, and need not support themselves or dependents. They 
are those simply attracted by what appears to them “ big money ; 
but clearly to different women the necessary attraction into 
industry has to bo of various sizes of bigness. It varies all the w ay 
from pin-money to something really handsome, such as 405. a 
week .and over. The number of such pin-to-troiisse.aii-money 
girls will vary according to the wage, but I do not think they are 
numerous. Jxst us suppose that at .a ruling-wage of 255. to 305. 
they form the remaining S per cent, of occupied women ; but that 
a few more of this tyi)e can be secured if the wage is raised sub- 
stantially. 

The question, then, is whether it is worth wdiilo the employer 
increasing women’s wages all round merely to secure the additional 
extra-marginal women holding out for w\ages above those ruling 
in the market. The further supplies of women available, 

which in the Birmingham area form from 5^ per cent, to lOJ per 
cent, of available w^omeii beyond the 42 per cent, actua lly occupied,** 
might only be called forth by W'agcs at least as high as 405. a w’eek. 
If larger inroads are to be made on the less available women and if, 
in consequence, the working-class prejudice against taking girls 
away from home and against the employment of married women 

» See Graham Wallas, The Great Society, Chap. XIII. 

* The Uatponsihility of Women Workers for Dependents, Oxford Press. 

• Column I -5- (1 -f 2), Tablo 11, Birmingham. It is even less in other towns. 

No. 161. — VOL. XLI. D 
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is to bo overcome, then the wages offered might well have to rise 
still more steeply. 

Probably in manufacturing areas close upon 50 per cent, of 
adult women arc absolutely unavailable at any likely wage that 
would be paid. War exj^erience showed that even as late, in the 
deliberate policy of substituting women for men, as January 1918, 
the number of women added to those in pre-war employment (when 
the reduction in domestic servants is allowed for) was little more 
than 30 per cent. This would represent 65 per cent, of all adult 
women in Birmingham (130 per cent, of 42), and in peace times 
there would not be the release from domestic duties of married 
women without young children due to the absence of the husband 
on service ; the “ home fires ” have by custom to be kept burning 
all day. The shortage of available women was, by 1918, indeed, 
clearly realised in official quarters.^ 

'‘The quarterly reports (of the Board of Trade) for 
October 1917 and for January 1918 again raised the query 
as to whether the sup])lies of female labour were not approach- 
ing exhaustion. In October the report for the quarter 
showed that the increase in the number of women employed 
was only 48,000 as compared to 140,000 the preceding 
quarter. In industrial occupations the increase had been 
only 21,000 Jis against 73,000 the preceding quarter. The 
report for January 1918 is even more striking. The total 
gain in the number of female employees in all occupations 
was only 4,000.’’ 

The importance attached to the fact that the available total 
supply of women is limited must meet a serious objection. It is 
not the total supply of women the industrialist cares about, but 
the supply for his particular works, and he might well bo able 
to secure women by transference from other employments. In 
theory an industrial employer should be able to substitute women 
for men by offering a wage merely sufficiently high to transfer 
them from other employers, and this would force the other 
employers to raise the wages of their women employees in self- 
defence, thus raising the w'holc level of women’s wages. 

In dealing with this objection two cases must bo distinguished : 

(1) Possible transference between manufacturers. 

(2) Possible transference to manufacturing industry from 
other women’s occupations. 

^ British Labour Conditions and Legislation during the War, Hammond, 
Cornegio hndowmont, Oxford Proas. 
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(1) There arc at least two assumptions underlying the con- 
tention that manufacturers will gradually, bit by bit, bid up the 
wages of women against one another that are in practice not 
satisfied. There is not (i) perfect competition nor yet (ii) com- 
plete divisibility. 

(i) There is a generally accepted rate for women — part of the 
system of wages made familiar to us by Professor Clay — ^which 
bears a definite relation to skilled and unskilled men’s wages, and 
which would be difficult to alter without also disturbing the wages 
of those other, men’s, grades. As Mr. Dobb points out, the rate of 
wages ruling in the past tends to determine present and future 
wages. Employers, and sometimes (male) Trade Unionists, seem 
to have definite views of what a girl or woman should earn — 
certainly of what it is too much for her to earn. Any employ(?r 
raising women’s wages even slightly above this maximum would 
therefore tend to fall foul of his fellow-employers in the same 
district, and possibly his male employees. As a result there is a 
sort of unilateral buyers’ monopoly in the sense that there is a 
limit, tacitly agreed upon, to the price offered in any local market 
for women’s labour, and that, owing to the weakness of women’s 
Trade Unions, this quasi-raonopolistic ring is not met by a 
corresponding sellers’ monopoly or ladies’ agreement on the part 
of the women. 

(ii) Indivisibility appears both (a) in women’s wages structure 
and (6) in the amounts by \vhich employers add to their female 
working force. 

(a) Women of given age-groups employed in industry tend to 
have a very similar rate of wage, and the deviations from the 
average level of wages are certainly much less than in the case 
of men. Women w’orkers, in fact, are not usually graded into 
skilled, semi-skilled, unskilled classes, nor arc they as a rule 
diffe7*cntiatcd into separate crafts. Hence it is difficult for any 
employer to raise the wages of \vomen in one group which he 
wants to increase without raising the wages of all the women 
he employs. The additional })rofit obtained by substituting 
additional women for men may thus be offset by the addition to 
the wages of women he employed originally and whose service he 
could have continued to obtain at the original wage. 

(5) Even though such a steep rise in the supply-price of 
women as I have indicated might still allow the strictly economic 
employer to substitute w'omen for men individually, it must be 
realised that women do not customarily work side by side with 
men on the same job, but are substituted, if at all, in quanta\ a 
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“ battery of machines or a whole department is transferred 
en bloc. One large-scale employer of women whom I questioned 
stated definitely that “ with regard to the substitution of women 
for men individually we find it desirable to make changes in respect 
of sets. We would not consider, for example, in a men’s depart- 
ment taking a man off any particular class of work and putting in 
a woman to do it. We do not look with favour upon the indis- 
criminate working of men and women together, and in the com- 
paratively few cases where we have joint work, the women work 
together in batches entirely under the control and supervision of 
a forewoman.” 

This bloc transference of a whole section from men to women 
usually necessitates rearrangement in the division of labour and 
the handling of machines ; and once such rearrangement is under- 
taken with all the expenses in thought, time and money involved, 
the employer must be sure that the supply of women is, and will 
continue to be, sufficient to keep the new plan going. In short, 
the substitution of women for men that might be theoretically 
expected often fails to occur to any large extent because the wages 
employers would have to pay to obtain and maintain ample and 
continuous quanta of women’s labour would be very much higher 
than current wages, and might, when added to the expenses of the 
necessary reorganisation, entirely cancel the “ better value for 
money ” that the current women’s wages appears to give. 

(2) Finally, there is the possibility of transference to manu- 
facturing industry of women in entirely different occupations. 

The geographical immobility of women has already been 
referred to. There is a definite social convention against girls 
leaving the family circle, and hence women stick in the locality 
where the father or brother can find employment and do not move 
to places where they themselves can be employed, or might find 
higher w^ages. But there is also a distinct immobility as betw^cen 
large groups of women’s industries. In particular, manufacturing 
industries do not readily draw supplies of women from (a) the 
commercial occupations or (6) the domestic and personal service 
group. Women in group (a), such as typists and shop assistants, 
consider themselves definitely in a higher social class and would 
have to be in very dire distress before they moved “ downwards ” 
into factory work, however high the wage bribe. Women in 
group (6), though perhaps less set apart socially, are yet, if 
domestic servants, often set apart geographically. The gentry 
who employ them, whether at home or in hotels, avoid industrial 
districts wherever possible, and the supply of domestics is thus not 
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conveniently distributed as a sojirce of industrial labour More- 
over, even if domestics live in industrial districts there still remains 
the prejudice (in their parents* minds if not their own) against 
abandoning living-in for lodgings. Prejudice might be overcome 
if domestic service were paid much less than industrial work, but 
when the free board and lodging is added this appears no longer 
the case. 


V 

The contribution of the statistical evidence I have submitted 
may be summed up as a criticism of the general assumption that 
women are “ crowded ” into a few occupations. The women 
available for gainful occupation are by no means as numerous as 
the available men ; and the fact that more occupations are closed 
to women than to men does not prove more over-crow^ding. There 
are fewer women’s occupations, but then there are fewer — perhaps 
only half as many — Avomen available. 

That in spite of their lower wage per given efficiency, women 
are not increasingly substituted for men appears in fact to be due 
to a naturally, or rather a conventionally, caused limitation of 
their available number. The working-class convention that 
women retire on marriage tends to prevent the “ calling forth ” of 
married women (and some others with married women’s con- 
ventional duties) back into industry by any wage likely to be 
thought reasonable in business circles. The fundamental factor 
is thus the women’s supply-]>rice curve, and this probably rises 
steeply after a certain amount of “ self-low -priced ” labour has 
been absorbed. 

Taken in conjunction with elements of unilateral monopoly, 
indivisibility and immobility in the women's labour market, it 
is this peculiar supply-price curve that e.xplains, in my view’, 
Cassel’s paradox of women's non -substitution for men in spite of 
their apparent better value for money. 

P. S.AROANT Florence 


University of Birmingham , 



SCHUMPETER AND THE CONCEPTION OF STATIC 
EQUILIBRIUM 

In spite of the acute practical problems which arose in the 
post-war period, German economic theory remains as much 
occupied with fundamental theoretical questions as ever it was, 
but with the difference that it is so much concerned with its own 
incapacity to deal with these practical problems that it has 
become more remote and abstnict than ever. For this reason 
it is now tending to concentrate on one central question, the 
static-dynamic antithesis, an issue which, as Professor Robbins 
showed in his article in the Juno number of the Economic J ournal, 
frequently occupied British economic thought until Marshall 
more or less intentionally neglected it, and which long continued 
to occupy economic thought on the other side of the Atlantic. 
In German;/, however, the ambiguities of the conception of static 
equilibrium have always been fully realised,^ and the limitations 
of analysis of the economic system on static assumptions are 
always emphasised, cither because such analysis hardly seems to 
explain the facts, so much are the operation of the laws impeded 
by ‘‘friction,” or because these “frictions” are regarded as 
disturbing, not merely impeding, forces which demand treatment 
in their own right, by a now method of analysis. In England 
in the past few years the abolition of those tenets and devices of 
orthodox theory — increasing returns in industry, the representa- 
tive firm — which arose from forcing non-static elements into the 
static frame, has not been accompanied cither by belief in the 
possibility of further perfecting the static analysis or in the 
possibility of analysis on new lines. In Germany there has never 
been an orthodox school ; new theories have multiplied rapidly in 
the last fifty years, falling into one of the two main classes of 
theorising, the historical-sociological, that is, the classical attitude, 
and the mathematical-deductive, which were roughly equal in 
influence before the war and continue to develop on opposed 
lines. No synthesis of the new value theory with the work of 
the classical economists comparable to Marshall’s has ever been 
attempted, principally because the work of the formative theorists, 

1 For instance, see Stroller, R., Statik w. Dynamik in der theoretinchen Naiimal- 
okonomiSt 1920, and Heinzo, SUttische oder dynamUche Zimtfieorie, 1027. 
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List and Marx, was so alien to the methods of the mathematical 
type of analysis. From the standpoint of German theorising the 
significance of Schumpeter’s work lies in its apparent success in 
synthesising the contributions of the two schools, by means of a 
new definition of the terms static and dynamic. To treat his 
insistence on the importance of the static-dynamic distinction as 
a doctrine based on the Clarkian construction, or a misunder- 
standing of it, points to a complete misaj)prehension of the 
system’s logical basis and theoretical significance, which consists 
precisely in the meaning he attaches to those terms. 

The contributions synthesised arc the same as those synthe- 
sised by Marshall, though they appear in a different disguise, owing 
to the peculiar characteristics of German economics. In attempt- 
ing to formulate the law of the mutual determination of prices, 
costs and earnings (the Zirktdationsprozess ^), German theorists 
always received the utility principle, as expounded by the Austrian 
school, and even in the hands of Wicksell, with distrust, on account 
of its reliance on subjective valuation, which seems to vitiate its 
validity as a basis for a system of objective relations. Though 
this objection appears less cogent to the non-German mind, it 
appears to carry more w'eight than the more commonly made 
objections, for instance, that the equation of exchange can only 
deal with single commodities and assumes a price level already 
fixed. The objections to this particular method of expounding 
the first principle of ec'onomic theory were so acutely realised that 
the leading modern dcdu(?tive theorists have not attempted to 
work with it at all : Licfniann, Oppenlieimer and Englander 
develop their own formula*. The formulic themselves arc not 
important; but what is Important is the result of the searching 
criticism of the utility principle from which the alternative 
approaches are developed. The theorists are occupied much 
more with the ‘‘ lie ” of the theory of value than with its potential 
develoj)ments, wdiercas British theory, in its haste to get a 
conclusion from it with some bearing on actuality, has often 
neglected to define its assumi)tions. The phrase “ die ster- 
bende Wertlehre ” gives a wrong impression — what is dying is 
not value theory but the ceteria paributi which used to accompany 
it. The result of all this examination is the conclusion that any 
general theory of value which aims at expounding the mutual 
determination of real costs and incomes and ])rices— that is, the 

^ I^tsdoror, E., “ Dor Zirkiilatioiiftprozess nls zontralos Problem dor bkoiiom- 
ischen Tlieorio/' in Archiv fiir Sozialw^ig»rn»chaft, 19*26. 

A. Ammon, “Der Stand «l<.*r roinen Tli€?orio/' in Festgabe Jiir Brentano, 1926. 
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power of self -adjustment in the economic system, or the equi- 
librium tendency — ^must assume a society, not only without 
classes of producers (as Wiescr showed), but a society without 
capital, and therefore without development. The only merit of 
the marginal utility method of analysis as compared with the 
labour theory was its sliarp emphasis on the problem of imputa- 
tion (Zurechnung) ; instead of asserting, as the labour theory did, 
a rough and vague connection between real costs and incomes 
and prices, it insisted on the necessity of attributing increments 
of the products to increments of the productive factors, and 
thereby raised the problem of the existence of a non-imputable 
income, interest. 

The theorem of the mutual determination of incomes, costs 
and prices must assume a system of exchange and division of 
labour in which each individual or group of individuals produces 
for the market, where they exchange their products for the 
products of other individuals or groups, their earnings depending 
on their output, their demand on their earnings ; no producer or 
group of producers can charge more for their product than its 
cost of production, i.e. what it costs the producer to live. There 
are no incomes but earnings, and all earnings must be imputed 
to an earner. Interest is an income which cannot be imputed 
to any earner, neither to a person nor to cmicrete commodities, 
and must therefore be excluded. No saving is j^ossible because 
income only covers needs. (What the standard of living is is 
quite immaterial, as long as it is taken as given.) The system 
runs, not on the principle of a “ reasonably consistent pursuit of 
economic gain,” ^ but on the Bedaifdeclcinigsprinzip, and there is, 
therefore, no question of economic motives, unless the ec^onomic 
subjects cease to see the necessity for living. These are the 
conditions for the purely competitive state, the ” natural system,” 
the ” solar system of equilibrium .and balance.” 

This conception, as an instrument of theoretical analy.sis, is 
a necessary stage in any theoretical exposition. The difficulty is 
to place it, once the assumptions for its proper working have been 
made clear ; it is obviously not real in the sense that it is or ever 
was (though primitive communities may come near to it). To 
say that it is the principle on which every economic system runs, 
normal in the scientific sense, is no hel]) at all. That may mean 
either that it is the present economic system working under a 
tangle of restraints and hindrances of all kinds, but still working, 

^ The system on which Marshairs system runs, according to Homan {Ctm- 
temporary Economic Thought, 1028). 
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and capable of working perfectly if as many of the restraints and 
hindrances as possible are removed, or that in the real world 
there are forces working against the normal system so powerful 
that it acts as a brake on them, not they on it. Schumpeter 
places it by holding that the law works in any economic system, 
so far and only in so far as the economic subjects adapt them- 
selves to changes. To that extent the whole system is static, 
though not necessarily stationary; it changes, but does not 
itself generate any change. It may grow, by increase of popula- 
tion or expansion of the area of cultivation, but it adapts itself 
to, and does not develop itself from, the given conditions. For its 
proper working it is not necessary to assume that there has been 
no previous capital investment, only that there is no cai)ital in 
the book-keeping sense, i.e. disposable resources for investment. 
Thus his conception avoids the difficulties of the starkly fictitious, 
purely working society of Marx. The whole force and value of 
Schumpeter’s teaching is concentrated on this new definition of 
the static state. ^ 

But in the actual economic system we are familiar with sur- 
pluses over earnings accruing to individuals and groups which 
arise from changes in the system, new products, processes, new 
organisation of i)roduction. If the natural system is conceived 
of as one which does grow of its own accord, value theory must 
account for these surpluses and the method of their utilisation. 
But if the natural state, in which the law of the mutual deter- 
mination of prices, incomes and costs is valid, is unable to generate 
any change itself, the existence of these surpluses must mean that 
something non-economic has happened, not to be accounted for 

^ Professor Kolibins objocts (“ Tlic Concoi)tioii of Statii- Equilibrium,” 
Economic JoruxAL, .Juno llKjO) that to state Joginatirally that “Arbeit uiul 
Hodeii ” aro tho only ” Ertrajisquelle ” in any statio eomlilicuis is to beg the 
question completely. IhU iSrbuinpotcr, in tho passage which IVofessor Uobbins 
finds inexplicable, says only “ iiiitop unseren Voraiissetziingon,” i.v. in hia own 
special meaning of the term. 'Plie question which his definitioii attempts to 
answer is simply ” Under what conditions does the law of mutual determination 
of incomes, prices ami costa work V ” and his answer — an answer which is, in liis 
own opinion, the special contribution of Clermun economic theory, originating 
from tho comhine<l infiiience of Marx and Htihm-Eawerk (cf. W'irtitvhafttftfuorie 
der Gegeuwart, 11127, Vol. I. p. 2fi) — is, “only when there is no development, that 
is, without ca]>iial and therefore withoiit interest,” because interest is an income 
which (taimot be ” imputed ” to an i?amer. Professor Robbins st'orna to suggest 
that tho argument is reversotl, that Scimmpoter first, on the basis of some special 
interest theory, describes interest as a ilyiiamic income and then can find no place 
for it in static (‘on<litions. When the sjiocial assumptions of the static state are 
held in mind, Professor Robbins's criticism, that if tliore is no yield to the use of 
capital, there is no reason to rt»frain from consuming it, does not affect the 
argument. 
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by that law. From that law we cannot even determine whether 
such surpluses will bo consumed or invested in the means of 
production to introduce further changes, let alone the existence 
of conditions favouring their utilisation, such as a credit system, 
a reserve army of labour, differences in industrial structure, a 
legal system permitting private ownership of the means of pro- 
duction and inheritance of property — conditions not merely 
disturbances of the system of equilibrium, but aids to the func- 
tioning of this non-economic process. On that basis, theory 
cannot regard these surpluses as the result of friction, but must 
treat them as the result of something at work which docs generate 
change. This is the acquisitive motive, the Erwerhsprinzip, not 
postulated in the adaptive state. 

In the treatment of this motive, Schumpeter’s indebtedness 
to the other great school of German economic thought, the school 
of Sombart and Max Weber, is apparent. The acquisitive motive 
was always taken for granted by British theorists as the only 
principle of all economic systems, principally because economic 
theory and capitalism grew side by side; but in Germany the 
teaching of Sombart, that it should be regarded as a special his- 
torical manifestation —owing to excessive emphasis on method- 
ology ^ (partly also perhaps to the later survival of other types 
of economic organisation) — has a firm hold. Schumpeter takes 
over the emphasis on the spirit of capitalism, without the accom- 
panying doctrines, and treats it as manifested principally in a 
special activity. On to this concept of economic activity he 
throws the whole weight of his theory of economic development, 
just as Sombart throws the whole weight of his theory on to the 
spirit of the capitalist system, only in the one it is a mystically 
approached historical phenomenon, and in the other a datum in 
a mechanistic theory of economic development. 

This activity may be described as innovation, 2 though it is a 

^ Sombart, in an effort to avoid tho8c cxrnJSf'cnt doctrines in Marx which 
arose from the attempt to interpret history on the Hcf^clian plan without the 
Hegelian doctrines, intended to treat historical epochs as causally, not logically, 
generated from each other. In fact, in the introduction to liis Modern i 'apitalUin, 
his conception of history is more Hegelian even than that of Marx : the whole 
classification tiums on his application of the term Hochepoche to tho epoch in 
which the spirit of a single economic system achieves its full consummation. 
Such reliance on tho unifying force of tho spirit is tho dialectical method itself. 
Cf. Trooltsch, Die Hieiorifimua u. aeine Profthme, p. TKjfi. 

> This term simply moans any sort of intfirfcrcnce with the adapting system : 
what Veblen describes as “ interstitial adjustment.*' Patten and J. B. Clark 
used the term in exactly the opposite sense ; for thorn tho dynamic forces wore 
changes in the wants of consumers which call forth responses in tho shape of 
change of processes, new discoveries and organisation of pro<liiction, and that is, 
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function of co-ordination at the same time. In the static state 
the wants of the consumer co-ordinate the system : no further 
co-ordination is necessary (as it was necessary in the static equi- 
librium of British orthodox theory). “ Successful innovation is 
a task mi generis. It is a feat not of intellect but of will. It is 
a special case of the phenomenon of social leadership.” ^ 

In the capitalist system, the capacity to exercise this will is — 
de facto — confined to a relatively small number of people. 
(Schumpeter does not, of course, intend to divide humanity into 
two types, the entrepreneur and the adaptive type, the Wirt 
schlechtweg ; in most individuals the characteristics of both types 
are present in different degrees. He only wishes to avoid the 
obvious fault of the orthodox system which was obliged to assume 
that every economic subject was both capable of acting and able 
to act in this way.) Consequently incomes derived from this 
activity arc not earnings. They are temporary monopoly rents ; 
temporary because as soon as the innovation is made, it is 
imitated. If such incomes are supposed to arise from risk-taking, 
management or waiting, it is implied that anyone can earn these 
incomes, since the real cost of doing these things is more or less 
the same for everyone. By calling these incomes suiqduses it is 
not intended to deny that those who get them take risks, manage, 
abstain or wait, but that they are j)ai(l for the monopolistic per- 
fonnance of these f muitions, not for the performance itself. There 
is no question of real cost, since the individual either has the 
capacity to act as entrepreneur or he has not.‘^ 

This activity is connected with the process of self-repeating 
economic activity by the payment of interest, since every innova- 
tion necessitates a new combination of productive factors and 


of course, a process of adaptation, not tho creation of now wants by innovation. 
Chirk roganls tlio dynamic forces as os<'illations round the equilibrium and 
economic progress as a series of hops, aceornpanuHl by friction, from one state of 
equilibrium to another. Consequently, ho keeps the regular rate of interest- 
determined -by -productivity doctrine side by skh' with the doctrine that there is 
no abstinence in tho statu; slato (and should conclude, therefore, that interest 
cannot bo treated on tho assumptions of that state), and considers it legitimate 
to treat wages and intorosts as static incomes determined by their marginal 
products, sido by side with tho dynamic income profits. 

^ Schumpeter, “ instability of Capitalism,’* KroNoaiic Jovknat., Sept. 
1928. 

■ Mr. Dobb’s treatment of entrepreneur income ns rent arising from institu- 
tionally secured monopoly is in principlo similar to Sehuinpc‘ter’s. Schumpeter 
does not nourish tho historitral fact of special privilege — which he might jwssibly 
regard as a circular argument — but tho monopoly which arises from a division 
of humanity into two classes — a natural division greatly intensified by capitalist 
institutions. 
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therefore additional purchasing power. The credit institutions, 
by letting the proportion of liabilities to reserves increase, give 
the entrepreneur the right to make the new combination, and 
nothing limits their power to do this but the supply of entre- 
preneur ability existing at the moment, i.e. the opportunities for 
successful innovation, the prospect of additional goods being 
produced which will subsequently counteract the effect of the 
creation of the now purchasing power on the price level and bring 
about a new equilibrium. Since there is no possibility of saving 
in static conditions, the banks' reserves must have originated 
from previous developments; they represent only an insurance 
fund against failures, and are not, in any sense, the source of the 
new loans. But the rise in the price level occasioned by the 
grant of additional purchasing power is not a phase concluded 
as soon as the entrepreneurs* undertaking is producing; the rise 
in the price level stimulates the demand of other entrepreneurs 
who can only make profits at the higher level, unlike the first, 
who made profits at the level existing under static conditions; 
their demand causes a further rise in prices, and stimulates demand 
from entrepreneurs who can only make profits at a higher price 
level than the actual increase of credits will cause, that is, demand 
from unsuccessful innovators. At some indefinite point the 
increase of purchasing power must be checked land a new 
equilibrium must work itself out. 

If, however, credit creation is not limited, either by the amount 
of goods existing at the time or by savings, there can be no supply 
price for credit ; it should not be necessary that the entrepreneur 
should pay a price for the purchasing power granted to him, and 
it is quite conceivable that he should be paid for his services. No 
further restriction on the amount of credit granted is necessary, 
since the amount of entrepreneur activity, that is to say, the 
demand, is naturally limited, while the supply of credit is not. 
Schumpeter’s answer to the question of why the rate is always a 
positive one is that the entrepreneurs’ demand, though never 
infinitely great, is only subject to very vagqe limits ; there are 
grades of ability, and the effect of satisfying the demand by the 
issue of credit has the effect, not of checking demand, but stimu- 
lating it still further, so that in a time of credit expansion the 
limits tend to disappear. Entrepreneur ability can only be 
tested under given conditions, i.e, with a definite price level, and 
when the level is rising the line between successful and unsuccessful 
tends to vanish. The banks* power of creating credit is limited, 
first, by the necessity of maintaining a reserve against failures, 
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then by the necessity of compensating for a possible increase in 
the price level which will diminish the value of the loan when it 
is returned, and by the necessity of paying the banker for his work 
and special knowledge. What the relative importance of the 
three is, is not explained, but together they are sufficient to 
account for the fact that the rate is always positive. The actual 
level of the rate depends on the whole complex of economic 
conditions. Interest is the special means used by the capitalist 
system for the introduction of new combinations; it acts as a 
kind of carburettor, regulating the mixture of innovation and 
adaptation necessary to the running of the system. The whole 
doctrine in its essentials is already familiar to English readers in 
Professor Pigou’s credit creation chapters; Mr. Robertson’s 
“ imposed lacking ” ; Mr. Hawtrey’s emphasis on saving from 
profits. 

Interest is consequently not a separate class of income nor a 
permanent source of return. When the entrepreneur has estab- 
lished his new enterprise, he obtains profits and can pay interest 
so long as the cntcr])rise remains an innovation, that is, until 
competitors arise, reduce his prices and his profits till the product 
is produced kreislaufmassig,” i,e, when returns only cover wages 
and rent. The nature of this process is concealed, because in 
individual enterprises innovations arc repeatedly being made, or 
the entrepreneur’s monopoly is somehow sec\ired by artificial 
means and income from it becomes rent. Here Schumpeter’s 
teaching runs parallel with the doctrine that the rate of interest 
is “ only applicable to long-period investments in a very limited 
sense,” from which it might have been inferred that there may 
be no separate category for it at all. 

Is Schumpeter’s theory, then, no more than re-classification ? 
If it is only that, it should be possible to treat the entrepreneur 
earnings «as a special case of monopoly under a competitive system. 
But if the old apparatus is applied, earnings are not intelligible 
at all excci)t as earnings of undertakings. Payment for the ser- 
vices of the entrepreneur is payment for his total utility,^ and 

> This is rcrognisori bj' Kdgeworth in liis n'fiitation of HoKsoii (“Theory of 
Distribution,” 1004, in ('oUrcted Papers): while n'jrcting Hobson’s statement of 
tho problem of imputation as a misunderstandiiig of tho spirit of the calculus, 
sinco it takes land, labour and capital as a single dose each, he really admits tho 
argument which Hobson <*ould have used, that while applications of land, labour 
and capital ran <*oncoivttbIy bo made in infinitely small increments, tho entre- 
preneur function, being creative, is indivisible. It can only he so treated if it 
can bo roganled as identical witli tho work of tho salaried manager — as Edge- 
worth evidently thought it could not; the salaried manager is just as much 
Schumpeter’s Wirt achlechtwcg as the average labourer. 
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the value of the total supply of an indispensable commodity is 
infinite. Since each entrepreneur is indispensable to his own 
enterprise, and the entrepreneur class (or rather type) is pre- 
sumably indispensable to the whole system, it should follow that 
each entrepreneur can claim all the earnings of his own enterprise 
and all the entrepreneurs can share out the natural income among 
themselves. There can be no principle of distribution, for while 
it is to the interest of the individual entrepreneurs to reduce their 
costs to the lowest possible level, it is the interest of all the 
entrepreneurs to keep them as high as possible. 

Using the old methods of analysis with the new classification 
therefore means a relapse into chaos; all maladjustments and 
frictions can produce a theoretical raison (Vitre. Any payment 
over the “ usual rate is, ex hypothesis return for the exercise of 
entrepreneur activity, for it is the existence of the payment 
which proves the existence of the function rather than the exer- 
cise which necessitates the payment. All temporary spreads are 
justified, not because they support in the intervals of adjustment 
the anticipations which reductions in real costs are expected to 
justify, but because they are necessary to call forth innovation. 
But temporary spreads cannot measure the amount of entre- 
preneur function that has been exercised ; it is not capable of 
measurement. The existing state of affairs is explained away. 
This is precisely the result which Schumpeter wishes to establish : 
that capitalism is not a system which can be treated with the 
same theoretical apparatus as can be applied to the static state. 
It is not a chaos, but it is not capable of analysis on a single 
principle. The two elements must be given the treatment suitable 
to them : if economic theory is to develop, it is necessary “ to 
relegate to one distinct body of doctrines the concept, the con- 
tinuous curves and small marginal variations, all of which in their 
turn link up with the circuit flow of economic routine under 
constant data, and to build up alongside of this, and before taking 
account of the full complexity of the real phenomena, secondary 
waves, chance occurrences, ‘growth/ and so on, a theory of 
capitalistic change, assuming in doing so that non-economic data 
are constant and gradual change in economic conditions is absent.’ ’ ^ 

There is, therefore, involved in Schumpeter’s doctrine a funda- 
mental divergence from the type of theory described as orthodox, 
in which, according to Professor Robbins, “ the condition of 
stationariness is the resultant of the balance of the forces tending 

* Schumpotor, “ Tho Instability of Capitalism,** Economic Journal, Sept. 
1928. 
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to change,” in which the system rights itself on its own power. 
Schumpeter holds that the changes arc generated by the innova- 
tion activity, to which the system of equilibrium, the Kreislauf, 
adjusts itself. His conception differs just as fundamentally from 
the Clarkian, in which the factors of production are held station- 
ary by hypothesis and equilibrium is attained within these 
conditions,” since in his static state what is held stationary is 
not the supply of capital but the demand for it, i.e. the power to 
exercise entrepreneur ability. His theory only resembles Clark’s 
in that he holds that the dynamic forces require special treatment. 

That the theory represents an advance on British orthodox 
theory is an assertion which those who believe orthodox theory to 
represent an advance on Ricardo must deny, since it is, in essen- 
tials, almost identical with Ricardo’s teaching, which orthodox 
theory examined, in part abandoned or explained away, and in 
part synthesised with the new' methods. Although the termin- 
ology and background are entirely different, and explicit doctrines 
play the same part as RicaKlo’s hints and loose ends, the simi- 
larity is unmistakable. Ricardo holds, like Schumpeter, that 
any economic system w'orks on the law of the static state, i.e. 
tliat incomes, ]jrices and real costs determine each other; instead 
of taking the Marxian line of establishing the complete validity of 
the real costs or labour theory of value by making it more and 
more abstract, he allows it to exist in the real w^orld “ con- 
siderably modified.” In the famous fourth section he effects a 
transition from a static state working through the consumer, 
where real costs determine value, to the state in which capital 
accumulation and inventions are taking place, in which prices are 
determined by money costs, and these costs determined by the 
demand of the entrepreneur (though the wdiole section is so 
baffling that it was not unnatural to sup])ose that lie meant simply 
that whereas labour costa determine value in the natural state, 
labour and capital costs together determine it in the actual existing 
capitalist system). Schumpeter, holding that the utility theory 
of value is no more valid than the labour theory of value to explain 
the determination of values in a capitalist economy,^ can say 
no more than that it too is “ considerably modified ” in that 
economy.® 

* Ho clooB not, in the 1J»20 oilition of the Thcoric, explicitly nsserl that the 
utility principle is no better as a value theory than the labour th«?ory of value, 
but the concluRion follows inevitably from his whole argument-, as ho has since 
rocognisod. Cf. Conrad, “Der Ziisamincnbriich der Grenznutzonthcorie,*’ in 
Jahfhmh fiir Natimdiokotwmie. uml Statistik, Oct. 1928. 

* But Ricardo lias implicitly a definito view as to the connection of the two. 
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But it is by now fairly generally admitted that the attempt 
to explain the capitalist system on a single principle hardly 
succeeded. Unable to realise the significance of the labour 
theory of value or the treatment of profits as a dynamic income, 
British theorists after Ricardo had produced special or eclectic 
theories about interest and profits, without realising that they 
were impairing the validity of whatever general law of value 
they favoured. Orthodox theory took the same line : once the 
classical theory of cost of production (taken to mean real cost) 
determining value h^ul been related to the new marginal utility 
theory and the same law had been shown to determine the value 
of commodities and the value of the factors of production, there 
should have been no room for a special theory of distribution at 
all. Yet that the special theory of distribution — the doctrine 
of the principle of substitution working through the entrepreneur 
— was retained, really proves that the new theory could not force 
the dynamic element into the stati(5 frame. By admitting that 
the value of the factors of production depended on their utility 
to the entrepreneur’s income, not on their power to satisfy the 
wants of the consumer, it really admitted the utility principle to 
be as powerless as the labour theory of value to express the 
mutual determination of prices and wages in a capitalist system. 
The utility principle was only an advance in that it could account 
for the value of commodities not reproducible hy labour, and 
therefore for the infinite value of the services of the entrepreneur ; 

Marx, owing to his confusion about the? placo of the labour theory, could never 
make his dynamic theory anything but a theory for the iiidivirlual finn ; he could 
prove that a single undertaking may progress by j)aying lower wages, but could 
not extend that argiuncnt to the whole economy. Ricardo made the (‘onneetion, 
not by promulgating a theory of dynamic relations, but by proving that a 
(capitalist society, suddenly frozen at its level of achievement by ruling out 
invention, that is, without tho independent vuriablo of entrepreneur activity, 
would be impoverished by tho working of economic laws. Supposing the quantity 
of money invariable and tho j^rico level fixed, profits cannot rise or full without a 
rise or fall in fjriecs, because profits arc a surplus out of wliich wages are paid. 
If the prices of agricultural products rise owing to the scarcity of land, prices of 
manufactured goods must full, since wages are cost of subsistenee, which rises 
owing to tho rise in the prices of agricultural products, and profits must fall. 
This is the reverse side of Schumpeter’s doctrine, that profits uro a dynamic? 
income and that no advance is possible without credit creation. Ricardo avoids 
the difficulty of connecting dynamic and static, tendencies by giving the argu- 
ment a negative form. Ho has, of course, no explicit doctrine of tho nature of 
entrepreneur activity, but tho belief that inventions take place fortuitously tn 
veicuo, slight though it appears, plays exactly tho same part and is just as intelli- 
gible as Schumpeter’s developed doctrine of tho nature of entrepreneur activity. 
Ricardo can see no reason why inventions should continue, nor can Schumpeter 
see why the entrepreneur spirit should not be transmuted into the seroi-scientific, 
semi-political spirit of tho directors of large combines. 
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it simply provided the way for its own breakdown as a general 
law of value. 

Schumpeter’s theory is an advance in that it represents a 
much clearer consciousness of the value and limitations of the 
conceptions it utilises ; it shows that the weakness lay, not in the 
orthodox system’s incompleteness, but in its attempt to force 
dynamic elements into the static mould. The distinction could 
not be dispensed with altogether ; it had to be disguised as the 
distinction between long-run and short-run effects, not an effective 
substitute, since the tendencies differ in nature and not merely 
in the period of their operation. Made in that way, the distinc- 
tion does suggest that in the long run we are all dead, not that 
we never live in it at all. It ignores forces working against — not 
merely round — the tendency to equilibrium ; it obscures the real 
nature of economic laws as effectively as Marx did, for it analyses 
the existing economic system Jis if all incomes were capable of 
discussion in terms of productivity. 

In consequence the Schumpeter theory is not oUiged to create 
a special problem out of the trade cycle, as orthodox theory was. 
’Phe trade cycle problem, for any economic theory which holds 
that a general law of value, i.c. the equilibrium tendency deter- 
mines the working of the capitalist system, arises because it is 
impossible under those conditions to infer cumulative dynamic 
movements.^ Hence some special theor>^ has to be erected, after 
the selection of certain types of friction for special emphasis, and 
the assumption of an unstable business situation, to explain how 
a given exogenous disturbance can act cumulatively until return 
to equilibrium is only possible by violent change. If the situation 
itself contained no dynamic tendency, the exogenous disturbance 
would cause mere adjustment. Orthodox theory could make no 
connection between its general princij)les and the trade cycle, 
except by tlio now discredited doctrine of the “ real ” rate of 
interest. The existence of a special theory admitted that the 
essence of the capitalist system must be treated as an aberration 
of economic laws. 

Schumpeter’s theory, on the other hand, acts as a solvent — 
not a solution -of the trade cycle problem. It asserts simply 
that the cycle is the result of the way in which the two activities, 
innovation and adaptation, act upon eai*h other. In tlie existing 
economic system disturbing forces are at work, u Inch, owing to 


' Lowo, WeUwirtschaftUchen Archir, 102.5. “ Wio ist »lio Konjunkturtheorie 

i'lborhaupt mbglichT ” Mises, GchlwerMabthivrunft uml Kot\junkturpoUtik\ 102K, 
and Lowo, ** Dor Stand dor Koiijuiiktiirforsrhuiig/' in FwUjnhc fiir Breutuno, 
No. 161 . — VOL. XM. ^ 
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the operation of the credit mechanism, act cumulatively and do 
not cancel each other out until the equilibrium tendencies assert 
themselves through an increase in the tax on innovation, checks 
them and permits a new equilibrium to emerge. It is, owing to 
the very nature of the system, impossible to forcsee when this 
point will eome; the periodicity of the cycle is, in his opinion, 
not regular enough to require explanation. Further, again owing 
to the very nature of the system, it is impossible to say how much 
fluctuation is desirable, for the theory can have no standard of 
optimum progress. (For instance, the standard used by Mr. 
llobertson — the fluctuation of frictionless barter — is not available 
because the whole theory rests on the doctrine that the state of 
frictionless barter is a state without capital.) Since it can draw 
no lino between the interests of the entrepreneur and the general 
interest, it must conclude (with Kicardo) that the exercise of 
entrepreneur activity is as likely to diminish the national dividend 
as to increase it. It cannot advocate any stabilisation policy on 
the part of the banks or industrial combines. The demand that 
a cycle theory should jH’ovidc a solution rests, in Schumpeter’s 
view, on a misunderstanding of the nature of the capitalist system 
and the relation of economic theory to it ; cycl(5 theorising must 
not be the last chaj)tor in an economic s}stcm, but a study of 
the interdependence of all movements, of the connection of all 
determinable quantitative factors, that is, the mutual deter- 
mination of incomes, costs ami prices — as affected by the 
independent variable, entrepreneur activity. 

Douben Warrineu 



SPENDING THE NATIONAL INCOME 

Everyone is familiar with the work of Sir Josiah Stamp and 
Dr. Bowley on the National Income. They have provided from 
time to time an estimate of the sum-total of the annual money 
incomes of the people, together with an analysis of the distribution 
of income amongst various classes. It has appeared for some time 
to the present writer that it would be both interesting and useful 
if an analysis could be made of the manner in which the money is 
spent, showing the amounts absorbed by the main heads of 
expenditure and arriving at ai^proximatoly the same total figure. 
Thus wc should have an income and expenditure account which 
balanced. 

To frame such an ac(.‘ount with great accuracy is obviously 
impossil)|p. VVe have? to deal with the final consumer, who makes 
his purchases principally in retail shops. Scarcely any statistics 
exist of retail sales, cither by quantity or value, and if wc make 
use of wliolcsalc (juantitics we arc faced, when tlie goods apj)ear 
in the shops, with a great variety of different cuts and qualities 
and with consi(lera!)lc variation of retail prices in different areas. 
Nevertheless, an attempt has been made in the tables which follow 
to give some idea of the relationship between the main items of 
expenditures, Avithout i)retending to great accuracy. The figures 
relate to the [leriod from 1924 to 1927. because the only available 
steal isth-s of wholesale production relate to that period, and it is 
upon these that avc must <hiefly rely. 

In the calculations upon which the ^linistry of Labour (bst of 
Ijiving ligure is ])ased the expenditure of the standard AA’orking- 
class family is divided into live groups : Food. Rent and Rates, 
Clothes, Fuel aiul Ijight, and Miscellaneous. In analysing the 
National Expenditure a inoix' elaborate grouping is necessary, 
because the Miscellaneous category becomes of much more 
imj)ortaiice when the richer people are included. It has been 
found cemvenient to make use of thirteen hea<ls of ex])enditiire : 
Food; Maintenance of the Home; (’lothes; Direct Taxation; 
Li(|Uor; Smoking: Travel; Entt^rtainmenls and Sport ; Sickness, 
Accidents and State [nsurance: Religion; Reading; Aliscellane- 
ous Exjienditurc; and Saving. We proceed to deal with these 
in turn. 

Food 

The Ministry of .Agriculture published in 1929 a valuable 

pamphlet giving the estimated (plant ities produced, imported 

E 2 
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into, and retained in the country of the principal articles of food.^ 
By averaging the prices quoted for each commodity by a number 
of retailers, making some allowance for waste, and applying the 
averages to the wholesale quantities provided by the Ministry of 
Agriculture, it is jiossible to get somewhere in the neighbourhood 
of the accurate figure for each article. 

Meat . — The prices used for meat were arrived at by a careful 
survey of the charges made for the various parts of the carcass, 
giving due weight to the relative importance of each cut. The 
total expenditure upon meat arrived at in this way is 60 per cent, 
more than the Ministry of Agriculture’s estimate of the total Vtalue. 
Mr. W. R. Dunlop’s investigation into retail profits, the results 
of which were published in the Economic Journal for September 
1929, indicated that the butcher docs not add more than 25 per 
cent. But the Ministry of Agriculture’s values arc based, not 
upon prices in the wholesale markets, but upon what the producer 
receives, which is very different. On the whole a 60 per cent, 
addition does not aj)pcar unreasonable to cover intermediate 
costs and jirofits. The margin of error for each item is probably 
about 20 per cent, either way. Similar remarks apply to the 
figures for Dairy Produce. 


1 

TJioiisaml 
Tons. j 

Ter lb. 

Tohil. 

£ in. 


i 

S. (1. 


Beef and Veal 

Mutton and Lnmb : 

1,39S 

1 1.1 

17S 

Kiigliah .... 

227 

1 4 

:m 

Imported .... 

2S7 

lo 

29 

Bacon . . . . > 

54 li 

I 0 

01 

Ham . . ; 

9!) 

1 10 

20 

Pork j 

102 , 

1 

10 

Lard ..... 

171 1 

JO 

10 

Rabbits (very iipprux.) . 

40 j 

S 

•» 


'Potnl for Meal 

£354 111. 

Dairy Produce. 

1 

Otmntity. 

Price. 

Total. 

] 

£ in. 


j 

s. ft. 


Milk 1 

87 1 111 . gals. 

2 4 per gal. 

102 

Butter . ' 

0 in. cwts. j 

1 S per lb. 

55 

Margarine 

4'; m. „ 

H ,, » 

25 

Cheese . 

3] 111. „ 

1 4 „ „ 

28 

Cream and CondiMisiMl Milk 



12 

i 

Total for Dairy i*rodui-«? . 

£222 m. 


* The AgricuUnraJ (Juipnt ami the Foofl Supplies of Great Britain. (H.M. 
Stationery Office, 1929.) 
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Fruit . — Owing to the great diversity of kinds, including hard 
and soft raw fruits, nuts, and dried and preserved fruits, this 
presents considerable difficulties. It is well known that the price 
paid by the consumer is much higher than that received by the 
grower, often being more than twice as much. The Ministry of 
Agriculture’s values are those estimated to have been received by 
the grower. If we take 100 per cent, as the average addition, we 
get £108 m. as the total retail value. If we offset the relatively 
cheap apples, plums, bananas and oranges against the relatively 
dear nuts and dried fruits, and take 6d. per lb. as the average, we 
get, for the total supply of 39,401,000 cwts., a total retail value of 
£110 m. 

Bread arid Flour . — ^Taking 75 per cent, of the total supply of 
flour as being made into broad, and adding 10 per cent, to the 
weight, Ave get 3,401,000 tons, which, at 21d. per ll»., amounted 
to £81 m. 

The balance of the flour, sold at 2\il, i)cr lb., was worth £24 m. 
Total, £105 m. 

An allowance is made below for flour sold in cakes, etc. 

Potatoes aud Fcf/c/a&te. --Potatoes -3,767,000 tons at Ijc/. 
l)cr lb. amount to £44 m. 

The total value of tlie other vegetables to the grower was 
£20| in. If I jrf. is the correct imce for potatoes, the addition is 
84 per cent. As for fruit, the addition for vegetal)les is knoAvn to 
be high. If wc take 100 per cent, we get £40 m. Total, £84 m. 

Fish . — From retail (quotations the average price of fish is taken 
at M. i)er lb., which gives, for 10,400,000 cwts., £01 m. The 
value to the producer was only £24*8 m., but the addition includes 
the cost of curing dried fish. 

Poultry and Eggs. £ m. 

5,079 m. eggs at IJd. each ... 37 

Add for dried eggs, etc. ... 4 

41 

1,458,000 cwts. of iioultry at M. per lb. 12 

£53 m. 


Sugar. — 1,685,000 tons at 3]rf. pc'r lb. £51 m. 

An allowance is made below for the sugar sold in confectionery. 

l^ea . — ^The retained imjiorts of 420 in. lbs. at Is. lOc/. per lb. 
give £39 m. 

Cocoa . — 1 m. cwts, at \s. per lb. £6 m. 

Cojgfec.— 325,000 cwts. at Is. lOrf. per lb. £3 in. 
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An addition must be made for food sold cooked or prepared, 
principally as cakes, biscuits, jam and confectionery. For this, 
200 per cent, is added to the value of one-half of the sugar, 50 per 
cent, to the value of one-fourth of the fruit, 100 per cent, to the 
value of one-half of the flour not used for making bread, 400 per 
cent, to the value of one-half of the cocoa, 50 per cent, to the value 
of three-fourths of the ham, and various minor amounts in other 
cases, making in all £75 m. These proportions have been checked 
as far as possible against the Census of Production returns. Then 
1 0 per cent, of the food is taken as being served in restaurants and 
hotels, and 50 per cent, of tlie value of tliis is added for cooking 
and service, say £54 m. 


Thus the total for food is arrived at as 

follows : 


Meat 



£ 111. 
354 

Dairy Produce .... 



222 

Fruit ..... 



110 

Bread and Flour 



105 

Potatoes and Vegetables 



S4 

Fish ..... 



01 

Poultry and Eggs 



53 

Sugar 



51 

Tea ..... 



30 

Cocoa ..... 



6 

Coffee ..... 



3 

Add for preparation before retailing 



75 

Add for service in restaurants, etc. 



54 

Total 



.ei.2I7 m. 


Maintenance oe the Home 

According to the TnLand Keveiiue returns tluj annual value of 
inhabited houses in lOHl was about £120i m. If 30 per cent, is 
added for the average iruTeasc under the llent Act, and 7 per 
cent, of the total for the increase in the number of houses, we 
obtain £170 ra. If 25 per cent, of the pre-war houses were by 
now decontrolled, about 125 per cent., or £40 m., must be added 
to the pre-war value of these. Add also for mortgage interest in 
excess of letting value, £5 m., and for the additional rental of 
sub-let houses, £10 m., and we Jirrive at £231 m., as the total 
rent, including repairs but without rates. If the rates upon 
inhabited houses bore the same relationshi]) to total rates (see 
the Ministry of Health Reports) as the estimated value of the 
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houses bore to the gross income under Income Tax Schedule A, 
then the rates amounted to £73 m. 

Total for Rent, Rates and Repairs . . £304 m. 

Goal . — Domestic consumption was given by the Royal Com- 
mission on the Coal Industry (1025) as 34 m. tons. If the average 
price throughout the country was £2 i)cr ton the total expenditure 
was £68 m. 

Qas . — The Board of Trade annual returns relating to the gas 
industry show sales of 282 ni. thousand cubic feet. A memoran- 
dum of the National Gas Council^ suggests that about 15 per 
cent, is used industrially. If we take 10 per cent, of the balance 
to be consumed in offices .and shops, domestic consumption 
amounted to 216 ni. At 5^*. per thousand, including fittings, this 
was worth £54 m. 

AVecfricffy.- Tlie Ministry of Transport Committee on the 
Supply of Electrical Energy (1926) estimated the total sales at 
£34 m., of whk^h about 40 per cent, was used domestically, i.e., 
£13 m. 

Candles, Paraffin, Wood and Mulches may be taken at 
approximately £5 m. 

To the above may be .added for soap, soda and other cleaning 
requisites, replacement of crockery, cooking utensils and house- 
hold linen, and repairs to furniture, for each of 10 m. families an 
average of 2.'f. iSd. per week, or a total of £65 m. Wireless licences 
and uj)keep of 2 in. sets amounted to about £4 m. 

Total for Maintenance of the Home . . £513 m. 

Clothes 

The returns of the last (Census of Production form the basis 
for this. For tailoring, (Iressinaking, mantle and costume-making, 
millinery, and the manufacture of skirts, blouses, corsets and other 
garments we have a wholesale output valued at £122.1 in. The 
question is how much the retailer adds. A few incpiiries suggest 
that some work upon a percentage as low as 33, while others add 
as much as 75. When one milises the great variety of conditions 
under which these goods are sold, it is imi)ossible to suggest any 
figure with confidence, and 50 per cent, is taken as <a round middle 
figure. It is confirmed to some extent in Mr. Dunlop s essay 
mentioned above. 

* Appoiiflccl to the StM’oncl lleport of the Ntttioniil huel ®nd Power Coiuniittee, 
1920 (Cmd. 3252). 
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For the other principal items of clothing the Census gives us 
the average wholesale value, and comparison with average retail 
prices gives us some notion of the percentage to add to the total 
wholesale value. In this way the remaining estimates have been 
made. 



£m. 

£m. 

Tailoring, Dressmaking, etc. . 

184 


Add for home and private making 

20 


— 

204 

Boots and Shoes, £49 m. plus 50 jx^r 



cent 

74 


Add for repairs, 20 per cent. . 

15 


— 

89 

Hosiery, £40 m. plus 100 per cent. 

. 

80 

Hats, £13 m. plus 150 per cent. 

. 

33 

Umbrellas and Sticks, £2^ ni. plus 100 

per cent. 

5 


Gloves (Leather), £2J m. plus 75 per cent. . . 4 

Laundry, Cleaning, and Dyeing where not done at 

home. (Census figure) . . . . . 21 

Total for Clothes . . £430 in. 


Direct Taxation 

Indirect taxation is included in tlic totals of the other heads 
in the following manner, so far as can )>o estimated. 


Food ..... 

£ m. 

26 

Liquor ..... 

136 

Smoking .... 

57 

Entertainments and Spurt 

6 

Diffused throughout the whole . 

171 

Total . 

. £31)6 rn. 


Direct taxation paid out of mcome amounted to £375 m. 
Liquor 

The estimates of the United Kingdom Temperance Alliance, 
which are reliable, averaged for this period £308 m. 

Travel 

Public Vehicles, — Railway passenger traffic, as shown by the 
returns of the companies, amounted to £80 m. If we may take 
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10 per cent, of this as being chargeable to the business expenses 
of other concerns, then £72 m. was left to be paid out of income. 

London and provincial local tram, underground and omnibus 
services may be estimated, from their traffic returns, to have 
received £60 m. Motor coach services probably brought the 
total for public vehicles other than railways up to about £70 m. 

Private Motor-Cars , — ^There were 1 J m. vehicles paying Road 
Ij'und duty, of which cabout three-fourths were privately owned. 
The average price appears from production returns to have been 
about £200, making a total of £260 m. as the value when new of 
the privately owned vehicles. If we write this off in six years, 
the annual expenditure was £44 in. And if one -quarter of this 
expenditure was chargeable to the business expenses of the 
owners, £33 m. was left to be charged to income. 

Upon the above assumptions the whole use of 1 m. vehicles 
was chargeable to income, and wo must therefore add : 

£ m. 

Tax on 1 m. vehicles . . .12 

Insurance ..... 10 

Garage at 5.s\ per week ... 13 

Petrol for 8,000 miles at 30 miles per 
gal. and at 1*’. (ki. per gal. . . 20 

Repairs, tyres and oil . .10 

65 

This makes the total for Private Cars £98 m., and the total 
for Inland Travel £240 in. 

Smoking 

The ( Vnsus of Production gives tlu^ retained output of tobacco, 
cigarettes, etc. as worth £88 m., including duty. The retail 
addition is low’, ju^obably not more than 25 per cent., which 
gives us £l 10 m. Adding the value of 80 per cent, of the matcdies 
used, as show n in the revenue returns, w e get a total of £116 m. 

Entertainments and Sport 

Taking seven times the yield of the Entertainments Tax in 
1923-4, before the duty was abolished on the cheapest seats, 
we get £65 m. as the amount paid for admission to all forms of 
amusement. 
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Tennis y Cricket, Football and Golf . — If we suppose that 2 m. 
people play and the average annual cost of equipment and club 
subscription is £5, we get a total of £10 m. 

Racing , — The Select Committee on the Betting Duty, 1923, 
estimated the gross profits of bookmakers, including street book- 
makers, at £5J m. The cost of training and racing 5,000 horses, 
less the amounts won in prize-money as shown in the racing 
handbooks may be estimated at £2 m. 

If we add £21 m. for the minor sports of shooting, yachting, 
hunting and fishing, we arrive cat a total for Entertainments and 
Sport of £85 in. 


Sickness, AccroENTS and State Insurance 

Voluntary Hospitals had an income in 1927, apjirt from 
legacies, of £10 m.^ 

Doctors^ and Dentists^ Fees.- This is a diftitailt item, but if we 
take the average gross receipts of the 50,000 doctors and dentists 
in practice at £800 a year, wc obtain, deducting receijits from the 
State for iianel patients as sliown in the Alinistry of Health 
Reports, about £25 m. 

Drugs . — The Census of Production gives the output as £14 ni. 
The average retail addition according to Mr. Dunlop is 50 per 
cent., which makes a total of £21 ni. 

Health hhnirance . — The employees’ contributions amounted 
to about £11 m. 

Unemployment Insurance. — ^^I’he employees' contributions 
amounted to £10 m. 

Total for Sickness, Accidents and State Insurance . . £83 m. 

Religion 

The endowment income of the Established Churches of 
England and Scotland is given in the official year books as £8J m. 
in 1925. In England voluntary offerings collected by the Church 
amounted to nearly £11 m., including offerings for the restoration 
of buildings. Tlie total receipts of these two (Jhurches may be 
taken at £24 m. The endowment income of other denominations 
is small, but if offertory receipts were in ])roj)ortion to the number 
of churches and chaj)cl8, their income amounted to about £18 m., 
making £42 m. in all. 


* Durrlctt's HoftpUah arul Charities, 1029. 
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Beading 

Newspapers and Periodicals. - Census of Production gave 
the value of the output as £50 m., of which about one-half to 
two-thirds, or, say, £30 m., may be taken as having been paid by 
advertisers.^ To the balance must be added 50 ])er cent, for 
retail selling cost, making in all £30 m. from sales. This is an 
average of 1,9. 2d. per family per week, which seems about correct. 

Boohs . — ^Aboiit 14,000 new books were produced per annum. 
If an average of 1,000 copies each were sold at Is. the total was 
£5 m. This leaves out cheap editions, works of reference, etc. 
The Census of Production gave the total value of the production 
of printed and manuscri})t books as £G m. If 25 per cent, is 
added for selling cost the figure becomes £7 J m., and the total for 
Reading, £37-| m. 

Misckllaneous 

Under this head must be grouped tluj following relatively 
small items, rough figures for wJiich, where any estimate can be 
made, are given in brackets : sul)s(‘vii)tions to trade unions, 
friendly societies and pension funds (£20 m.) ; domestic servants 
(£10 m.); flowers and amateur gardening (£10 m.); burial 
expenses (£8 m.) ; education, other than at free schools (£10 m.) ; 
jewellery, hairdressing and cosmetics (£10 m.); private letters, 
par(!els, telegrams and telephones; photography, amateur and 
professional; foreign travel for pleasure; holiday expenditure 
not elsewhere included, for example, at fairs, on piers, and for 
bathing, boating, sight-seeing and pleasure trips ; private charity ; 
research ; gramophones and records ; childreif s toys ; fancy 
goods; and the maintenance of domestic animals. In addition 
tliore is the income of clubs and other institutions maintained by 
endowiiKMits and donations, apart from churches and hospitals. 
On thc^ whole it seems likely that the total of the Mi.scella neons 
group was about £150 m. 

Sa'ving 

The total income as estimated by Sir Josiah Stamp and Dr. 
Bowley was £4. 1 8S m.^ The total of the above items is £3,602 J m. 
This leaves a balance of £585.1 m. Nothing has been allowed so 
far for the purchase or building of new houses or the purchase of 
furniture. 

‘ Sop nn nrtiole on “ 'J’hc Coiileiniiornry Uritisli l*n*s.s ” in tlip AVo/jowjm/ 
November 17, 1028. ® 77ie yutiunal Incoinc. 19ii!l (Oxford, 19-7). 
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If we take 100,000 houses at an average of £800 each, we obtain 
a total of £80 m. The value of the new furniture may be taken at 
one-fifth of this figure, that is to say, £16 m., making £96 m. in all. 
The major portion of this expenditure will have come out of the 
savings of previous years and will have been replaced by the savings 
of persons other than the purchasers. In addition, according to the 
Economist^ the average amiual amount of now capital issues in the 
period was £256 m., and there will also have been some extension 
of private businesses out of income. Perhaps, therefore, we may 
take the total saving at the round figure of £400 m. 

This leaves £185J- m. unaccounted for, or 4*4 per cent, of the 
total — a small margin in view of the necessarily approximate 
nature of the figures. 

The final table is as follows : — 


Analysis of tiie Avkragk Annual National Expenditure, 

1924-27. 


£ in. 

Food 1,217 

Mainten.'uce of the Homo 

Clothes 430 

Direct Taxation 375 

Liquor 308 

Travel 240 

Smoking 110 

Entertainments and Sport 85 

Sickness, Accidents and State Insiiraneo ... 83 

Religion 42 

Reading 37 ^. 

JVliscellaneous . . . , , , ,150 

Saving, including new Houses and Furniture (tJXi ni.) 400 
Balance unaccounted for ..... 186J 


Total . £4,188 m. 


A. E. Feavearybar 



RECENT CHANGES IN THE LONDON GOLD MARKET 

The war and its consequences have affected London’s position 
as an international banking centre to no slight extent. Her 
position as the world’s principal open market of gold and the 
principal distributing centre for newly-produced gold has also 
undergone a certain modification, and the trend of development 
points towards further changes, to the detriment of the London 
market. The tendency is the result of tlu; operation of three 
factors, viz. the practice of direct shipments of South African gold, 
the practice of forward buying of South African gold, and the 
proposed establishment of an international gold clearing system 
by the Bank for International Settlements. The first two arc 
already in operation, and tend to become increasingly popular; 
they deserve attention because of their repercussion on monetary 
policy, 'rhe third factor is still in its initial stage, and its effect 
upon the London market is yet to be ascertained. 

During the last few years the major part of India’s gold 
requirements was met by means of direct shi])ments via Durban. 
The cost of shipment from Durban to India is a shade over Id. per 
oz., which compares favourably with the expenses of shipment 
from Caj)e Town to London and from London to India. During 
102G to 1028, considerable direct shipments were also made from 
South Africa to South America, especially to the Argentine and 
llrazil; owing to the unfavourable conditions in South America, 
this movement has stopjied, but it seems ])robablo that it will be 
resumed when the tide turns again in favour of the import of gold 
by that continent. 

All these arrangements have diverted so far only a minor part 
of the South African gold out]Hit from the London market. 
Gertain arrangements are, however, under consideration which, 
if successful, may deprive London of the physical handling of the 
bulk of the South African gohl. It is pro]>osed to establish a 
regular air service between CajK) ’Pown and Cairo in the coui'sc 
of 1931, whicli would undertake the transport of gold from the 
Rand Relincry to a siweial gold depot to be created in Cairo. 
According to the scheme, the distribution of Cape gold would in 
future take jilace in Cairo ; the gold dispatched for India would be 
forwarded by air to its destination, wliile gold bought for Paris, 
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Berlin and other continental centres would be forwarded direct 
to those centres. Although the gold would continue to bo bought 
and sold in London, only the amounts bought by the Bank of 
England and the home trade would actually be shipped to London. 

The significance of the change should not be under<estimated. 
It is true that the amount of labour employed in the physical 
handling of gold in London is negligible, and the possible loss 
of shipping freight bctw'ccn Cairo and continental centres is 
hardly worth mentioning. The question has, however, another 
aspect. So long as the gold is actually brought to London before 
it is sold, the Bank of England is at an advantage as compared 
with other potential buyers, for, in acquiring the gold, the latter 
have to pay the cost of transport, etc. from London to their centre, 
while the Bank of England obtains delivery free of charge. Thus, 
so long as sterling is at par, the chances arc that the gold w'ill find 
its w^ay into the Bank of England. Even if sterling is at a slight 
discount, foreign buyers may be unable to complete with the Bank, 
especially if the latter is prepared to pay a price exceeding 
its official Inlying price, as was the case on several occasions 
during the last few' 3 'ears. In fact, if the Bank bids 84^. 1 1 §f/. — 
which is the maximum it can pay for gold, its owm selling price 
being Sis, 114r)4r)r)rf. — it will secure the gold so long as sterling is 
slightly above gold export point. Thanks to this advantage, the 
gold stock of the Bank is in normal conditions replenislied out 
of the new^ly-produced Band gold, so tluit there is no need hir 
raising the exchange by means of high inten'st rates above gold 
import point to that end. 

This advantage would disap})ear if the practice of direct gold 
shipments were to be generally adopted as a result of the establish- 
ment of a gold-distributing centre in Cairo. If the gold is sold 
w'hilc in Cairo, foreign would-be buytu’s could compete with the 
Bank of England on an equal footing ; in fact, as it is more exixui- 
sive to forward the gold from Cairo to London than to Paris, Rome 
and a number of other centres, the Bank of England would be 
actually at a disadvantage against those who want to buy the 
gold for shipment to those centre's ; it w ould not be in a position 
to buy new gold unless sterling is at a premium — sufficiently wide 
to offset the difference in the cost of transport — agaiiist a number 
of continental exchanges. Consequently, the Bank of England 
w'ould have to maintain higher rates of interests in London, in order 
to avoid a depletion of its gold stock, than would be the case if the 
South African gold were to continue to be brought to London. In 
this respect, the fact that the gold, though physically absent, 
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would continue to be dealt with in the London market would make 
no difference. 

It would be desirable, therefore, to prevent a change in the 
system of transport of South African gold, if necessary hy means 
of some form of subsidy to the shipping company at present 
engaged in the shipment. So long as the gold is shipped along 
the West Coast of Africa, l^ondon will remain its natural geograph- 
ical centre for its physical distribution. Even if the gold is bought 
forward for shipment to another centre it has to be shipped via 
London. Possibly the shipping company will be able to compete 
with the air line even without any special subsidy, especially 
during periods of low interest rates when the impoi-tance of the 
time factor is comparatively small, and the saving of about ten 
days’ interest can easily be counteracted h\' quoting lower fndght 
rates. In a freight-rate cutting contest, the shipping company 
has the advantage of being able to transport gold with very little 
additional cost and trouldc. Insurance premiums for air trans- 
port are likely to be heavy, for, in case ot accidents, it will often 
be impossible to locate the wrecked aeroplanes. In any case no 
change* can take place this year, as the agreement between the 
gold producers and the shi])ping company will not expire until tJie 
end of 1 93 1 . 

The adoption of tlu’s practice of forward biiying of gold con- 
stitutes also a threat to London’s j)osition. While direct ship- 
ments are .still the exception and shipments via ]..ondon the rule, 
for some time past the forwanl sale of South African gold on 
foreign account has become the rule: although the gold thus 
bought continues to be brought to London, by the time it reaches 
this market it is no longer available. 'I’hu'^. the disadvantages 
attached to direct shipments, from the point of view of the 
replenishment of the Ihink of Knglan<rs gold reserve.s, holds good, 
in certain eircuin.stances, also as regards the shipment of gold 
bought forward on foreign acct)unt. It is true that, as a rule, it is 
not profitable to buy South African gold foi ward unless sterling is 
under gold export point; the prai tice was, until comjiaratiwly 
recently, unknown, and has been adopt(*d as a result of the 
depreciation of sterling in relation to the franc below its normal 
gold export point during the st*cond half of 1939, brought about 
by the refusal of the Hank of France to accept bar gold of a 
fineness inferior to 0'995. The reason why the major jKirt of 
South African gold output during the second half of 1930 was 
bought forward on Fivnch account ihe moment it left the Rand 
Refinery was that sterling was all the time at a rate at which it 
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would have been in any case impossible for the Bank of England 
to acquire the gold either by forward purchases or after its arrival 
in London. 

A situation may, however, arise — ^and has, in fact, arisen — in 
which the possibility of buying gold forward on foreign account 
tends to diminish the chances of the Bank of England to acquire 
the gold. This is the case when spot sterling is slightly above gold 
export point while forward sterling for tlireo weeks is under gold 
export point. It is obviously an abnormal state of affairs. It is true 
that whenever spot sterling approaches gold export point, interest 
rates in London tend to rise above those prevailing in foreign 
centres, and consequently forward sterling tends to go to a discount 
in relation to spot sterling ; at the same time, however, the fact 
that the spot rate has reached gold export point and that the 
forward rate is actually under gold export point stimulates 
speculative buying of sterling, both spot and forward, that, in 
normal conditions, the decline of the forward rate below gold 
export point is merely a temporary i^heiioincuion. There are, 
however, three possible factors which may interfere with the 
operation this rule : 

(1) If the market considers it possible that the free How of gold 
between two centres may be handicapped in the near future, then 
the forward exchange rate may remain under gold export point 
for a prolonged period. 

(2) If interest rates in the centre w hose spot exchange rate is 
at gold export point arc persistently higher than the rates prevail- 
ing in other centn'.s, then the forward rate is likely to remain under 
gold export point so long as the spot rate is at, or slightlj' above, 
gold export point. 

(3) If there is a persistent pre.ssure u})on the exchange as a 
i*esult of an outflow of capital, then the spot rate may remain in the 
vicinity of gold export point for a prolonged period, and the 
technical position of the market may result in from time to time 
a depreciation of the forward rate below gold export point. 

The case of the reichsmark provides a clear example of the 
operation of these three factors. Although gold standard is safely 
established in Germany, there has been some doubt in the minds 
of many people whether the Reichsbank would alw'ays be in 
a position to allow a free outflow of gold. For this rt^ason, the 
extent to which foi’eign dealers arc prepared to carry an open 
position in reichsmarks — even if the forward rate is actually under 
gold export point — is limited. As interest rates in Germany are 
much higher than abroad, the forward reichsmark always tends to 
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be at a discount, so that, whenever the spot rate is at gold point, 
the forward rate is bound to be under gold point. From time to 
time there is a period of persistent ofilux of foreign and German 
capital from Germany, in which case the si)ot rate remains in the 
vicinity of the gold export point, while the forward rate declines 
below gold export point. 

A somewhat similar situation arose also regarding sterling 
during January 1931. Although the spot rate of the franc rose 
slightly above gold export point in consequence of the decision of 
the Bank of France to accept bar gold of standard fineness, the for- 
ward rate remained slightly under gold export point for some time. 
Owing to the fact that for nearly six months sterling was below its 
normal gold export point in relation to franc, foreign exchange 
dealers abroad were not altogether satisfied as to the certainty 
of continuous unhampered flow of gold in case of a fresh decline 
of the spot rate. For this reason there was not a sufficiently strong 
demand for forward sterling in spite of the fact that it was quoted 
under gold export point in relation to the franc. As interest rates 
in London were considerably liigher than in other leading centres, 
forward sterling tended to remain at a discount in relation to 
s])ot sterling, while spot sterling tended to remain in the close 
vicinity of gold export j)oint, owing to the persistent efflux of 
funds through the withdrawal of French balances «and the export 
of capital for fear of increased taxation. 

In the circumslances it was profitable to buy forward sterling 
and to cover the exchange risk through buying forward South Afri- 
can gold. This phenomenon may repeat itself frequently, if, as 
seems i)ossible, the j3ressure on sterling continues. While in normal 
conditions higher money rates tend to raise tlio exchange above 
gold exi)ort point, the withdrawal of French balances and the 
efflux of caj)ital, which takes place irn^spectivc of considerations 
of intercst rates, may possibly counteract the normal oilect of 
higher money rates, and the spot rate may touch from time to 
time gold exj^ort ])oint. As in the circumstances money rates are 
likely to remain higher in London than in other centres, forward 
sterling is likely to be quoted mostly at a discount in relation to 
spot sterling, so that, whenever the spot rate declines near 
gold export point, the forward rate will alwaj s be quoted under 
gold export point. On such occasions the Bank of England will 
be unable to secure any South African gold, as it will bo bought 
forward on foreign account. But for the i)ossibility of buying 
gold forward, it would stand a good chance of bu\'ing the gold on 
its arrival at its maximum buying price of SI.-?. lliJrf., by means of 
No. IGl. — VOL. XLI. 
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raising the spot rate slightly above gold export point. So long as, 
however, it is profitable for foreign buyers to pay 84«. 11 they will 
outbid the Bank whenever the forward rate is a shade under gold 
export point. Against this a slight rise of the spot rate is of no 
avail, as experience shows that on such occasions the discount of 
the forward rate usually widens in proportion with the rise of the 
spot rate. In order to be able to secure the South African gold, 
the Bank would have to bring about a rise of the spot rate con- 
siderably above gold export point, which again necessitates 
higher interest rates in this market. Possibly if the Bank of 
England were to buy gold forward, as it did on several occasions 
in the past, and would be prepared to pay for it as soon as the gold 
leaves the Band Refinery, it would stand a better chance to 
secure the gold ; though, if the foreign buyers are willing to follow 
its example and disregard loss of interest, there would be no 
advantage in the adoption of the practice. Nothing but a policy 
aiming at higher money rates in London could secure the newly- 
produced gold for the Bank of England. Thus, as in the case of 
direct gold shipments from South Africa to foreign centres, the 
change in the practice of the gold market has operated to the 
disadvantage of London, as it tends to check the process of 
automatic replenishment of the Bank’s gold reserve, and necessi- 
tates the maintenance of interest rates in London at a higher level 
than would otherwise be the case, in order to bo able to maintain 
the gold stock at a given figure. 

The adoption of the practice of direct shipments and of forward 
dealings in gold provides an interesting example how apparently 
insignificant points of technical detail, hardly noticed by those 
who arc not directly concerned with practical gold arbitrage and 
exchange dealing, can inlluencc the general situation of the Money 
Market, and how it may affect the monetary policy of the 
authorities. 


Paul Einzig 



THE SIGNIFICANCE OF THE RECENT LEGISLATIVE 
AMENDMENTS CONCERNING THE SOUTH AFRICAN 
RESERVE BANK 

Dubing the past sixteen years, commencing with the estab- 
lishment of the Federal Reserve Banks in the United States, 
central banks have been set up in a large number and variety of 
countries — in Chile, Peru, Uruguay, Colombia and several other 
countries in South and Central America as well as in South Africa, 
Czecho-Slovakia and (.-hina. Moreover, the advisability of 
setting up a central bank has been discussed on various occasions 
in India and Australia. In India a Bill providing for the estab- 
lishment of a central bank was actually introduced- into the 
Indian Legislature in 1928 , but owing to strenuous oj)position 
from certain quarters it was withdrawn; and in Australia a 
Reserve Bank Bill was submitted to the (,^ommonwealth I.<egis- 
laturc in 1930 , with a fair chance of becoming law in the near 
future. 

Two interesting points emerge from this development. The 
first is that wherever central banks liave been established in the 
New World, and even in such an old country as China, they are 
based primarily upon the model of the Federal Reserve Banks of 
the United States. The second is that the phenomenal rise of 
central banks since the War seems to be attributable to the 
growing rcalis.ation that under modern conditions of banking and 
commerce it is a great advantage to any country, irrespective of 
the stage of economic development, to have centralised cash 
res(‘rves and the control of ciiiTency and credit vested in a bank 
which has the support of the State and is subject to some form 
of State control, directly or indirectly. 

T'he central banks wliich have been set u]i in South and Central 
America ap])ear on the whole to have been content merely with 
seeking to bring about and maintain the stabilisation of the 
cun-ency and exchange of their res}x?ctive countries, and even 
in India the Reserve Bank contemplated in the Bill referred to 
above wm admittedly conceived mainly for the purpose of taking 
over from the Gov(Tnment the management of the cuiTcncy 
and exchange. Like the Federal Reserve Banks of the United 
States, however, the South African Reserve Bank is not only 



68 THE ECONOMIC JOUBNAL [MABCH 

expected to do much more, but also aims at achieving more than 
that* 

Although the South African Reserve Bank was organised 
largely on the basis of the Federal Reserve Banks, various 
modifications were made, due to fundamental differences in 
banking and other conditions. For the purpose of this article 
the points demanding emphasis are, firstly, that from its inception 
the former was granted substantially wider powers than the latter 
as regards dealing with the public, and secondly, that it has been 
found necessary by experience to extend the powers originally 
conferred u])on the South African Reserve Bank. In other 
words, while they were wider than the powers enjoyed by the 
Federal Reserve Banks, they were found not to be wude enough 
under the peculiar circumstances prevailing in South Africa. 

Under the original Act the South African Reserve Bank was 
empowered to accept money on deposit and collect money for 
individual customers and not merely for banks, and to discount 
bills of exchange, promissory notes and other commercial paper 
for any merchant, manufacturer, co-operative society or farmer, 
or to mak»i loans and advances to them against such bills or other 
eligible paper as collateral. However, while the Bank was em- 
pow^ered to discount bills or other commercial paper for anybody, 
they were not to be of a maturity exceeding 90 days, whereas 
many import and export bills in South Africa are drawn at 120 
days’ sight, and the latter period is also a not unusual currency 
for such domestic bills as are created, and it must bo borne in 
mind that there arc no bill dealers or brokers in South Africa 
to carry them until they come within the eligible j)eriod. More- 
over, while the Bank w^as allowed to make advances against 
securities of the South African Government and local authorities, 
and to invest a sum not exceeding the paid-up capital and reserve 
in such securities, they w^erc to be of a maturity not exceeding 
six months in the former case and two years in the latter, w^hcreas 
under the conditions obtaining in South Africa there are not any 
large amounts of Government securities available with a maturity 
of not more than six months or two years. 

The Act, of course, imposed no obligation on the South African 
Reserve Bank to perform for thci public any of the functions 
mentioned above, but the point is that the law was intended to 
render it possible for the Bank to do so if it was deemed necessary 
or desirable at any time from the point of view of policy. As a 
result, however, of the legal restrictions set out in the preceding 
paragraph, which may be regarded as suitable, highly advisable 
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or even quite liberal in so far as the central banks of the United 
States and of most countries in Europe are concerned, the South 
African Reserve Bank was practically precluded from dealing on 
any substantial scale with the public (t.e. non>banking institutions 
and individuals) even if it were keen to do so. On the other hand, 
so far the Bank seems to have been eager to maintain its essentia] 
identity as a central bank and not to compete actively for business 
with the other banks, but to operate first as a bankers’ bank and 
then to do only such other banking business in South Africa as is 
offered to it entirely on the initiative of merchants and others. 
In any case, the fact that the South African Reserve Bank, like 
most other central banks, is prohibited by law from jjaying 
interest on any deposits held by it will prevent it from competing 
with the commercial banks to the extent that they can amongst 
themselves. 

The point, however, was to remove the legal restrictions which 
made it very difficult for the public to approach the Bank. 
Accordingly, after much deliberation an Amendment Act was 
passed this year which gave the South African Reserve Bank 
wider powers for dealing with the public. 

In the first place, the maturity allowed in respect of bills, 
notes or other commercial paper for discount or purchase was 
extended from 90 t(^ 1 20 days. I.’his means that the exporters of 
wool, maize, hides and skins, fruit, etc., and other merchants or 
manufacturers who ha ve drawn bills payable in 120 days, can now 
offer sucli bills to the Reserve Bank for discount, either because the 
Reserve Bank quotes a favourable rate or for other reasons; 
and it also means that the R(‘servo Bank can attract a substantial 
proportion of the bills drawn in South Africa for domestic or 
foreign trade purposes, if it particularly wants to do so at any 
time on the ground that it would be in the interest of South 
Africa’s economic activity, by fixing its raU' of discount at a 
sufli('iently low figure, or it can discourage the offering of such 
bills at any time by raising the rate of discount. This would be 
somewhat similar to the acceptance purchases of the Federal 
Reserve System of the United States, which adopts the seemingly 
passive attitude of buying from the open market only such 
bankers’ l)ills as aiv offered to it by banks, discount corporations 
and bill dealers on their own initiative, but the volume of such 
bill offerings is determined, of course, by the buying rates of the 
System. In fact, in the absence of an open market in South 
Africa the discounting by the Reserve Bank of bills offered by the 
public at the Bank’s discount rate is the nearest approach to the 
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open market operations of the Federal Reserve System, the Bank 
of England and the Beichsbank of (Germany. 

Secondly, the Reserve Bank was empowered to make loans 
and advances on current account against securities of the South 
African Government or local authorities of any currency, and to 
invest a sum not exceeding its paid-up capital and reserve in 
Government securities of any currency. With this power to 
buy or lend on Government securities of any currency the Reserve 
Bank would not only have a wider field of operations in South 
Africa, but it could also render a valuable service to insurance 
and trust companies and similar institutions, which could invest 
a larger proportion of their funds if they knew they could rely on 
the Reserve Bank to buy some of their Government securities 
or make advances to them thereon whenever they ran short of 
funds. 

Thirdly, the Reserve Bank was empowered to make loans 
and advances against “ one-name bills of exchange or promissory 
notes, secured by documents of title representing staple com- 
modities having extensive and active markets, to an amount 
not exceeding 75 per cent, of the value of such commodities at 
current market prices.” This provision gives the Reserve Bank 
a good opportunity of dealing directly with merchants, farmers' 
co-operative societies or individual farmers, if it is considered 
desirable to do so. This typo of banking business has only been 
slightly developed in South Africa, since prior to the passing 
of the Warehouse Act this year it was not possible to oi^tain a 
valid security over movables without having actual possession of 
the goods, except in one Province, namely, Natal. The South 
African Land Bank, which is a State institution and was 
authorised under the Agricultural Credits Act of 1926 to lend to 
farmers and co-operative societies on bills or notes secured by 
warehouse or elevator receipts, eitlicr directly or through the 
agricultural loan companies allied to it, has not been able to 
develop this business to any great extent owing to the lack of 
adequate working capital and the relative inelasticity of its 
credit structure. The Reserve Bank, however, can now re- 
discount such bills and notes for the Tjand Bank and enable it to 
work on a larger scale. 

Fourthly, the Reserve Bank was also empowered to make 
loans and advances against “such non-speculative dividend 
or interest-bearing securities having a ready sale on the stock 
exchange as the Board of the Bank may approve for that purpose 
from time to time.” This is a highly controversial provision and 
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has naturally aroused a good deal of opposition from certain 
quarters. In view, however, of the wide powers now enjoyed 
by the Reserve Bank in other directions, there seems to be little 
likelihood of this provision ever being used to any great extent. 

Arising out of the matters discussed in the foregoing para- 
graphs, the question which is almost certain to be raised by those 
who are not well acquainted with the conditions prevailing in 
South Africa and various other new countries is, “ Why has it 
been found necessary to grant the South African Reserve Bank 
such wide powers not only for dealing with the public but also 
with a view to facilitating re-discounts for the commercial banks, 
even to the extent of empowering it to make loans and advances 
against selected stock exchange securities ? ” 

The answer is as follows. Firstly, there is a comparatively 
small supply of commercial paper of any kind ordinarily available 
in South Africa. The bankers* acceptance and the promissory 
note are hardly known as a means of obtaining bank credit, and 
the trade bill is used only to a limited extent. The system of 
credit on open accounts and overdrafts has always been the 
])rincipal basis for the financing of domestic commercial trans- 
actions in South Africa, the retailer usually extending credit 
on open accounts to farmers and other clients, and the whole- 
saler again to the retailer, w'hile merchants and manufacturers 
generally borrow from the banks on current account, i.e, in the 
form of overdrafts. Some jwogress has indeed been made in 
recent years in connection with the use of bills in lieu of open 
accounts and overdrafts, but on the whole it has been small 
compared with the amount of publicity that has been given by 
the Reserve Bank to the ndaiive advantages of bills, due in no 
small measure to the fact that farming conditions in South Africa 
are in several respects highly unfavourable for the extensive use of 
bills, and that this naturally affects also the position of the country 
store-keepers relative to the wholesale merchants as well as that 
of the wholesale merchants towards the banks. In consequence 
of the relatively small siipidy of bills or other commercial paper 
in South Africa, the Reserve Bank has naturally been considerably 
handicap])ed in the performance of its functions of controlling 
currency and credit on sound and orthodox lines by having its 
most important and most natural field of operations as a central 
bank severely restricted. 

Secondly, there are only three commercial banks of any 
significance in South Africa, two of which together control 
over 95 per cent, of the ordinary banking business, and these 
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big banks are in themselves able, through their numerous 
branches, to level up matters to a large extent by meeting 
abnormal demands for loans in some parts of the country with 
the surplus funds in others. This factor in itself would tend to 
restrict considerably the field of operations for the Reserve Bank 
as a bankers’ bank, in contrast to the conditions in Europe, and 
especially in the United States, where there are thouSfands of 
independent banks, but the position is rendered much worse by the 
fact that comparatively little use has been made by these banks 
of the re -discounting facilities offered by the Reserve Bank, 
partly because they tappear to bo disinclined to borrow from the 
Reserve Bank to any extent and thus show reliance or dependence 
on it, and partly as a result of there having generally been no great 
need of their doing so. In other words, they have not yet come 
to adapt their method of working to the existence of a Reserve 
Bank in their midst, i.c. working on a smaller margin of cash 
reserves and borrowing from the Reserve Bank for short 2 )criods 
at a time at the end of every month to meet the monthly pay- 
rolls and month-end settlements, and somewhat more at the end 
of every iMlf-yearly period and in the Christmas or other busy 
seasons. At present they are indeed required by law to keep 
on deposit with the Reserve Bank such of their cash reserves as 
amount to 10 jjer cent, of their demand liabilities in South Africa 
and 3 per cent, of their time liabilities, but they still carry 
sufficient till money (notes, gold sovereigns and token coins) to 
meet the bulk of their seasonal needs, and consequently they 
do not have to borrow from the Reserve? Bank at such times to any 
great extent. It has also been said on some occasions that the 
banks could not risk reducing their cash reserves and depending 
on re-discounts with the Reserve Bank when they had so little 
eligible commercial paper and Government securities in their 
possession, but with the extension of the eligible paper and 
securities under the Amendment Act of lh30 that argument is 
no longer valid. 

Thirdly, there is no open money market in South Africa as 
in the principal centres of Europe and the United States, where 
bills and other commercial paper as well as short-term Govern- 
ment securities are freely bought and sold by banks, dealers, 
brokers, merchants and others. The tliree commercial banks 
referred to above virtually constitute whatever money market 
there is. This lack of an open money market acts as a serious 
handicap to the South African Reserve Bank, since it cannot 
indulge in open market operations as the Bank of England and 
the Federal Reserve Banks of the United States regularly do. 
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This condition exists in varying degrees in all new countries, 
except the United States, and even in many of the older countries 
of Europe and Asia, but in discussions and books on central 
banking very little attention has so far been given to the effects of 
such a condition on the operations and policy of central b«anks in 
the countries concerned. This iihase of central banking deserves 
much more consideration than it has received in the past, espe- 
cially as there appears to be great need of closer co-operation 
amongst all the central banks of the world. 

The foregoing will be sufficient to indicate the reasons why 
the South African Reserve Bank should be granted wdder powers 
generally than the Federal Reserve Banks of the United States. 
They also serve to emjdiasise another point, which is now rapidly 
gaining in importance and recognition, namely, that if, owing to 
peculiar local conditions, the central bank of any country cannot 
possibly attain its maximum efficiency by operating as an orthodox 
central bank on the lines of the older central banks of PJuroi)e sind 
the Federal Reserve Banks of the United States, then the powers, 
functions and operations of that central bank should be adapted 
as far as ])os.siblc to the economic and banking environment of the 
country concerned, and the economic and banking environment 
in turn should be rendered as favourable as possible to the proper 
functioning of the ctuitral bank. 

The extent to which this ])roces.s of adaptaticiii can be carried 
out in a new country with success and without undue friction 
will bo an important development in central banking in the 
future and will probably determine the extent to which central 
banks will be established in the Mew \V»)rld. So far South 
Africa has been the only country in the British Empire (outside 
of Great Britain herself) Avith a central bank. Australia may 
establish one in the near future on the lines of the South African 
Reserve Bank. The attitude of Sir George Schuster, the new 
Finance Member of the Indian Government, that the matter of 
setting uj) a central bank in India should not be* Inirrietl, since 
‘‘ if a central bank Avas to be well designed to meet tlu^ practical 
requirements of a country it must be adapted to the banking 
organisation of the country on Avhich it should rest,'' bears out 
the above contention. 

South Africa has been given the first o})portunity of working 
out such a scheme in ])ractice and may reasonably be expected 
to assume tluj responsibility in full consciousness of the im}>ortance 
attached thereto. Kock 

Pretoridy 
Smith Africa. 
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Unemploymmi : a Problem of IndnMry {1909 and 1930). By 
Sir William Beveridge, K.C.B., etc., Director of the 
London School of Economics and Political Science. (London : 
Longmans, Green & Co. Pp. xxvi + 514. 21^.) 

The disabilities imposed on teachers and students by the long 
absence from our shops and shelves of Beveridge’s Unemployment 
have at length been terminated ; and it was worth waiting. For the 
multifarious labours which have denied to the author the oppor- 
tunities of an earlier recension have at least had this advantage 
— ^that the new book has been finished off and j)resentcd to the 
world at a moment \vhen the great slump and the final disintegra- 
tion of the Insurance Scheme have combined to raise the problems 
both of the diagnosis and of the treatment of Unemployment to 
a maximum of interest and urgency. And for the form of the 
volume (an almost verbatim reprint of the book of 1909, with 
another book of two-thirds of the length superadded), there is 
this, if there were no other, supreme justification. There arc a 
few books {The Wealth of Xations and Lombard Street leap to the 
mind) which have not only recorded economic history but made it, 
and which on that account can never be out of date however much 
facts and opinions may change, and should therc^fore bo accessible 
intact to future generations. To this raw class there can be no 
doubt that the 1909 U nemploymeni belongs. It has been a delight 
to the present reviewer to renew the impression formed by a 
beginner twenty years ago, that this was one of the very best 
possible books on an economic subject — perfect in its balance of 
abstract analysis with statistical evidence, and of both with 
practical wisdom, and rightly rewarded by its swift and d(‘cisive 
effects on official policy and on the welfare of thousands. 

Not even a Newton can discover the law of gravitation twice, 
so that Unemployment 1930 is prevented by the nature of the case 
from being a path-breaking achievement of the order of Unemploy- 
ment 1909. It is nevertheless a work of very high interest and 
value, filled to the brim with well-ordered facts and with clear and 
bold judgments. It falls into two distinct divisions, the strands 
of which are brought together in a final chapter. In the first Sir 
William Beveridge traces the history of the policies of 1909 and 



MARCH 1931] 


BEVERIDGE : UNEMPLOYMENT 


75 


discusses their future : in the second he inquires how far the 
diagnosis on which those policies were founded is adequate to the 
facts of 1930 and how far it needs supplementing. 

Of the two main planks of the 1909 programme, employment 
exchanges, hampered by the imposition of new and enormous 
tasks, some of them quite alien to their proj^er function, by the 
indifEercnce of employers and by the reluctance of disorganised 
trades to use them for the purpose of decasual isation, have 
achieved less than was expected of them. Nevertheless, they 
have won themselves an indispensable place in the national life, 
and have a future of unquestioned usefulness before them. But 
of the other plank, unemployment insurance, the history is 
distressing and the future dark. “ Moving from contract to 
status, the insurance scheme of 1911 has become a general system 
of outdoor relief of the able-bodied, administered by a national 
in place of a local authority, and financed mainly by a tax on 
employment.” The ill effect is felt “ not so much in the risk of 
demoralising recipients of relief, so that they do not look for work, 
as in the risk of demoralising Governments, employers, and trade 
unions so that they take Jess thought for the i^rovention of un- 
employment.” The time has come to choose definitely between 
the alternatives of guaranteeing unconditional maintenance to all 
the genuinely unemployed, and returning to a genuine scheme of 
insurance, supj)lemented by measures of relief for those who are 
unable to qualify for benefit under its terms. Sir William does 
not pronounce between the two courses, though it is not difficult, 
I think, to guess on which side his advice would be given. Nor 
does he enter into the vexed question whether, if we return to 
insurance, the supplementary relief scheme should be administered 
by the existing Public Assistance Authority or by some new 
national body charged with the delicate task of making the lot of 
the recipient of relief less eligible than that of the recipient of 
benefit and yet free from the supposed stigma of “ recourse to the 
Poor Law.” But instead he makes some ingenious and drastic 
suggestions for streiigtJiening the ekunent of insurance in a revis(*d 
scheme by tightening the correspondence between premiums and 
risks. The 1911 principle of refunds to steady workers is to be 
restored : industries with discreditably large unemployment are 
to be subjected, at the discretion of the Jlinister of Labour, to 
special levies ; it is even suggested that individual employers 
should be made liable for all or part of the benefit paid to workmen 
dismissed by them, and thus be put under strong pressuiu to 
provide continuity of employment. 
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The feasibility of such suggestions must, I think, be considered 
in connection with Sir William Beveridge’s revised diagnosis of 
the causes of unemployment, to which I therefore turn. His 
treatment of the trade cycle is expanded in the direction of 
endorsing, though with judicious reservations, the “ monetary ” 
explanation of Mr. Hawtrey. Some will continue to find the more 
pessimistic and agnostic vein of the 1909 chapter more to their 
taste. More significant, I think, is the recognition that changes 
in the structure of industry, formerly recognised as of potential 
importance only, have become in post-war Britain an actual major 
cause of unemployment. How far does this problem of the 
decaying trade, and the kindred problem of the trade specially 
hit (like shipbuilding) by cyclical or supcr-c\'clical depression, go 
towards impairing the feasibility of the suggested a})plications of 
the principle of adjustment of burden to risk ? It would seem at 
any rate that the Minister of Labour, when ho comes to schedule 
his exceptional trades, may bo faced with a difficult and invidious 
task in disentangling wickedness from irremediable ill-luck. 

But the most striking sections of the 1930 book arc undoubtedly 
those in wliich Sir William Beveridge marshals facts and figures in 
support of the proposition that real wages have increased since the 
war out of proportion to the productivity of the worker, so that for 
the first time the problem of unemployment hfis become partly 
one of chronic maladjustment between the supply of labour and the 
demand for it at the real wage insisted upon. Boldly and forcibly 
he proclaims the unescapaldc inferences — that those who are 
holding up wages at the expense of the unemployment of their 
fellow^s are bound in honour “not simply to avoid opposing 
improvements of industrial technique and organisation, but to 
further such improvements in every way within their power,” and 
that “ at the very least, for some time to come there should be no 
further general rises in w^ages.” llie present reviewer w'ould not 
have questioned cither the demonstration or the sc^coud inference 
had he not read in The Li'stener of January 14 a categorical state- 
ment by Sir. J. M. Keynes that our output per head has probably 
increased by 10 per cent, since 1924 and by 20 per cent, since just 
before the war — a conclusion in flat contradiction to those results 
of Dr. Bowley’s on which Sir William is chiefly relying. It is 
curious to recall that in a similar disagreement a few years ago, 
Mr. Ke3mcs was the pessimist and Sir William Beveridge the 
optimist; now the roles appear to bo reversed. It is most 
urgently to be desired that so great a disagreement between such 
experts on a matter of such first-rate moment should be debated 
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in full. Meanwhile Dr. Bowley’s estimates and Sir William’s 
inferences would seem to hold the field : save only that I take leave 
to doubt whether the latter, in his picture of the jn-ospects of 
Britain, has attached duo weight to the striking change in our 
favour in the terms of trade which has taken place since the war. 
For if we are coming to need fewer exports, the difficulties of our 
export trades must not be too readily taken as evidence that we 
arc aiming at too high a standard of life in other departments, but 
rather as evidence of the increased importance of Sir William 
Beveridge’s old remedies of molnlity and organisation. 

Anyway, these chapters are, as I h*avc said, the most significant 
in the 1930 book — ^unless wc reserve that epithet for a chax)ter that 
is not there — the chapter on nationalisation and Unemployment. 
For Sir William Beveridge, less confident of the future in some 
respects, has not swerved from his old optimism in this. One 
trade, he concedes, may rise <and another decay ; and the swifter 
the flux the greater the need for organisation of the labour market. 
But he has not qualified at all his 1909 rejection of the sugges- 
tion that “increased wealth and productivity per head do not 
necessarily mean increased opportunities for emjdoyment. They 
may simply be a testimony to tlie success of the dominant partner 
— capital — in economising labour and so rendering large parts of 
the population superlluous.'’ I think it is fair to say that there 
is a difference of em])liasis between Sir William Beveridge and 
some other high fiuthorities concerning tins matter of the general 
displacement of lal)our by technical progress. “ It is difficult,” 
writes Mr. H. B. Butler of the l.L.O. “ to resist tlic conclusion that 
the aggregate of unem])loyment would be far smaller to-day if 
technical improvements, both in industry and agriculture, had 
])roceeded at a less rajiid rate.” I venture to plead that I Unemploy- 
ment 1940 may contain an extra chapter, directing our thouglits 
towards wliat may turn out in the long run to be the problem of 
Unemployment — ^the ])roblcm of groping our way towards the 
conversion of the old bad exi>edioid of uiider-onqdoyment into 
the new' good remedy of redistribution of leisure. 

J). If. Kobertsox 

RalionaUsaiion and U nemphymeni : an Economic Dilemma. By 

J. A. lloBSOX. (London : George Allen and Unwdn, Ltd. 

1930. Pp. 12C). 3s.Gd.net.) 

The relations of nationalisation and Uneniployniciit raise 
many problems, and in this short book Mr. Hobson is spi'cially 
concerned with the effects of rationalisation in aggravating or 
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increasing eificiency, means real advance in the capital equipment 
of the country, and that ovor-emphasis on the savings of material 
capital has produced a one-sided development as between plant 
and labour, which has rendered the ultimate efficiency of industry 
less than it could and ought to have been. N. B. Dearle 

New StiTvey of London Life and Labour. Vol. I. (P. S. King & 
Son. Pp. 438. 118. Gd.) 

In the memoir of Charles Booth, written soon after his death, 
we are told that he was not regarded by his family when a boy as 
“ one of the clever ones.” Later in life he came to i)ondcr over 
social problems and, perhaps because he was not “ clever,” his 
thought paused when that of otlicrs rushed on to glib generalisa- 
tions and facile theories. He was impressed by the fact that next 
to nothing was known about the life and labour of those whose lot 
was to be bettered by reforms based on abstract theory. So he set 
to work on his great task, and forty years later it is being repeated 
— ^fortunately ivith the help of some who when young assisted him. 

Charles Booth’s great Survey immensely widened the outlook 
and deeply touched the conscience of his generation. The effect 
has been lasting, and it has never since been possible to forget that 
the poor are with us. His work did far more thcan spread the 
knowledge of facts that were known but not appreciated. It was 
a vast essay in research completely earned through. The new 
venture is an attempt to do as much for another generation of 
Londoners. It may be added that the value of social surveys has 
now become so widely apjweciatcd that some half-dozen have 
been completed since the war or are in progress in various parts of 
the country. They differ in scope. The least ambitious aim at 
little more than the assembly and orderly presentation of facts 
now scattered in hundreds of reports unknown to the public. 
Surveys of the latter kind might w'cll be made for every city or 
district. It is not likely that the ordinary citizen will ever gras}) 
national problems unless he first understands those of his own 
neighbourhood, and towards such an understanding the local 
survey is an almost indispensable guide. 

This volume, number one of a lengthy series, assumes a form 
which at first sight is surprising. We might have expected a 
mapping out of the ground and perhaps a setting off on the journey, 
promising at some future date a reward for the fatigues of the 
expedition. What we get is a summary of conclusions regarding 
the chief aspects of London life and of tlio outstanding changes in 
forty years. The explaiiation is that, since the day of Charles 
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Booth, there has been a vast increase in the statistical material 
ready to hand, of which this volume is mainly an analysis. The 
research now in progress will amplify and extend our knowledge, 
but the broad aspects of the picture can be sketched in straight 
away. The sketch has been made in thirteen chapters, of which 
twelve are devoted to summarising various aspects of London life, 
while the introductory chapter by Sir Hubert Llewellyn Smith 
takes the shape of a summary of summaries. 

Sir Hubert’s opening chapter is admirably balanced and most 
attractively written. What an encouraging story he lias to tell, 
and how refreshing it is to read in these days ! Improvement all 
along the line. And the improvement is not to be found only in 
the years before the war. Indeed the greatest changes for the 
better seem to have taken place since the war. Industries may 
decay but men apparently do not. It is most interesting to note 
how well the social services come out from the scrutiny of those best 
qualified to assess their influence in particular fields. But perhaps 
the new attitude towards the Poor Law can hardly be reckoned 
among the improvements. “Large numbers of people,” we are 
told, “ have come to regard the Poor Law as one social service 
among many, which specialises in certain more personal domestic 
benefits, and appears to them no less honourable than the various 
health, education and insurance services.” 

This volume, and in particular Sir Hubert’s introduction, has 
already been so widely reviewed and so fully quoted that it would 
be tedious again to attempt to pick out the more arresting con- 
clusions. That during the forty years “ the average ‘ real ’ 
remuneration of labour has increased by over a third,” that one 
hour of unskilled labour “ is now wortli about half as much again 
as in 1890 measured in terms of the necessary commodities which 
it commands,” that the average expenditure on tobacco “ must be 
four times as great as in 1890,” and many other similar findings 
are already well known. It may be more profitable to turn to 
other less familiar topics. 

Some pages of the introductory chapter are devoted to the 
problem whether the element of the London population which 
is economically, physically or mentally “ subnormal ” has 
diminished or increased. It would appear that there are two 
quite distinct kinds of person here classed together as sub- 
normal,” and that for the sake of clarity it would bo preferable 
to keep them separate. There are those whose ways of living 
are subnormal though the persons concerned may not be so. There 
are those whose intelligence is subnormal whatever their ways of 
No. 161.— VOL. XLI. G 
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living may be. Three tests are proposed to measure the incidence 
of subnormality, of which the first and third are relevant to persons 
of subnormal modes of living, while the second is relevant to 
persons of subnormal intelligence. The first test is to ascertain 
“ the growth or decline of the number of persons habitually living 
below the standard of family life, e.gr. the inmates of common 
lodging-houses or casual wards and ‘ homeless * persons.” The 
conclusion is that the number is almost certainly much smaller. 
The third test is the incidence of pauperism, and it is admitted that 
owing to administrative changes the figures throw little light on 
the question of the subnormal.” 

The second test is the change in the proportion of mental 
defectives in the population. Three series of figures are given, the 
proportions per 10,000 of lunatics, of persons with mental infirmity 
relieved and of mentally defective children. It is concluded that 
these data do not justify any belief in an increase in mental defect. 
But it is admitted that the data are imperfect, and it would not be 
unreasonable to hold that the imperfections are so serious as to 
rob them of any value. During the discussion a reference is made 
to the Report of the Mental Deficiency Committee, and it is 
suggested that the findings of this Committee are at least not out 
of harmony with the conclusions just mentioned. Now this 
Committee found that there had been almost certainly a real 
increase in the incidence of mental defect. Sir Hubert, however, 
is inclined to discount this finding so far as London is concerned 
on the grounds that the highest incidence was discovered by the 
Committee in rural areas and because the extra-MetropoIitan 
Borough, examined by the Committee and included within the 
area of the Survey, came out lowest among the six areas investi- 
gated by the Committee in respect of the incidence of this con- 
dition. But are these points of much relevance ? We do know 
something about the incidence of defect in rural areas and in small 
urban areas, but, according to any sociological classification, great 
cities are a class apart and no detailed estimate of defect has ever 
been made for any of them. There are reasons for supposing that 
a great city may have a special attraction for those who cannot 
or will not take a regular job and for those who always hope that 
something will turn up, for the type of person, in fact, which 
includes a high proportion of mentally subnormal people. There 
do seem to be pools of mentally subnormal persons in great cities. 
It may be that the incidence is higher there than elsewhere. There 
is at least an unsolved problem of great interest, and it is to be 
hoped that those responsible for the Survey will not rest content 
without making some further effort to probe into it. 
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• There is an admirable chapter by Professor Bowley analysing 
the population and its growth which incidentally gives some 
information about the birth-rate. Presumably in later volumes 
the birth-rate will be subjected to detailed analysis. Since the 
fertility inquiry of 1911 was not repeated in 1921, and is not to be 
repeated in the Census of this year, there is a deplorable gap in the 
official data bearing upon the problem of the differential birth- 
rate. We have no idea whether the disparity between the classes 
in this respect has been increasing or decreasing during the last 
twenty years. There is an obvious opportunity here for un- 
official investigation to supplement official figures. The chapter 
on Health by Sir William Hamer takes the form of cataloguing 
the legislative and administrative changes and subjecting the 
figures to a familiar and rather obvious type of analysis. Nothing 
is said about occupational mortality, and it might be worth 
while trying to show how those belonging to different classes and 
following different occupations have fared during the profound 
changes that have taken place. Occupational mortality seems 
very relevant to a social survey, though perhaps the subject 
involves the exploration of a field that is too distinctively medical. 
The concluding chapter on Crime is one of the slightest in the 
volume. There is much Jiiore that is of very real interest to be 
extracted from the data, as is w’eU shown in the admirable intro- 
duction to the current volume of Criminal Statistics, where the 
problem whether crime is increasing or decreasing is fully dis- 
cussed. Even if no original inquiry is to be conducted into the 
causation and treatment of crime, there is a mass of unpublished 
material relating to such matters as probation, and it is to be 
hoped that in later volumes these will bo used. 

It is said that the Indian peasant divides his spare cash 
between law suits and railway travelling. We hear nothing in this 
volume of the addiction of Londoners to the former mode of 
enjoyment, but though it may be as much by necessity as by 
choice, they are becoming greater travellers. The glimpses wre 
get of the manner in w’hich the growing problem of w hat to do w ith 
our leisure is being solved are full of interest. The volume is 
human and Sir Hubert Llew'ellyn Smith works in the spirit of his 
master. The task is so vast that it is impossible to get of London, 
as we have of Middletown, a picture painted by one hand. That 
is the tragedy of London ; no one can envisage it. But there is an 
easy way out. This is a machine-made age, and surveys like other 
things can be fashioned mechanically. It might well have come 
about under the pressure of the difficult circumstances that the 
oonquest of the machine, grinding out research by the piece, over 
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the hand guided by a mind would have been painfully obvious. 
The Director of' the Survey, however, is bettor equipped than 
anyone living to draw together the threads woven by others, and 
the single picture conceived by one mind being impossible, he has 
given us the next best — an accurate guide to the map of London 
Life and Labour. 

It only remains to say a word of praise for the admirable 
manner in which the volume is produced, and in particular for 
the maps. But, as the Survey shows, most Londoners are still 
poor and, if many of them arc to possess this volume, it can only 
be in a cheap edition. May wo hope that this will be forthcoming ? 

A. M. Carr-Saxjnders 

The Theory of Interest, By Irving Fisher. (New York : The 
Macmillan Company. 1930. Pp. xxvii 566. 2os.) 

Controversy concerning the influences determining price, or 
the returns to factors of production, depend, in the majority of 
cases, on the degree of emphasis which is given by the parties 
concerned to the two groups of influences w'hich inevitably 
govern such prices or returns, namely, influences affecting supply 
and those affecting demand. The publication of Professor 
Irving Fisher’s latest work, which purports to “ present a complete 
theory of interest,” bears wdtness to this fact. One of the aims 
of this book is to remove the ” widespread and false impression ” 
of some critics of the author’s earlier work The Hate of Interest^ 
that he had ” overlooked or neglected the productivity or invest- 
ment opportunity side entirely.” Professor Fisher states that 
his theory of interest ” has hardly been altered at all ” since the 
publication of that book, and that it is only by a clearer exposition 
that he wishes to win over his critics. In a way, perhaps, the 
penultimate chapter of the book, entitled “ Objections Con- 
sidered,” is the most illuminating of all, for in this chapter 
Professor Fisher’s theory is defended against the criticisms which 
have been directed against it in the past, and it may be wondered 
whether the differences which arc discussed, which are indeed 
only differences in emphasis, can ever cease to bo matters of 
controversy. 

The book is divided into four parts. Part I is introductory and 
consists mainly of the definition and elucidation of the terms to 
be used in the three succeeding parts of the book. Part II con- 
tains an exposition of the theory in words, in three stages, from 
one of extreme simplicity to a stage where assumptions are made 
corresponding more or less to actual oonditions, and where 
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allowance is made for uncertainty, which is ignored in the earlier 
stages of the argument. Part III reproduces the argument of 
Part II mathematically. First of all the argument is expressed 
diagrammatically, mainly by the use of indifference curves, and 
secondly by means of formulce. Part IV consists of a general 
discussion of various aspects of the theory, perhaps the best 
chapters being one on the relationship of interest to the price 
level, and the cha,pter on criticisms of the author’s theory which 
has already been mentioned. 

The rate of interest, as analysed in Part II, depends on what 
are termed Human Impatience or Time Preference on the one hand 
and Investment Opportunity on the other. Assuming that there 
is no uncertainty, individuals tend to be so constructed that an 
income enjoyed in the present has a greater desirability to them 
than the expectation of a similar income at a future date. This 
fact may be called the Principle of Impatience. It follows that, 
to the extent to which such a preference exists for present over 
future enjoyment of a given income, an individual will only 
postpone the enjoyment of that income on condition that ho 
obtains something more in return at a later date, a premium will 
be necessary in order that he may be persuaded to postpone 
enjoyment, and the rate of this premium on the marginal unit of 
income whose consumption is })ostponed will tend to be the rale 
of interest at any time. The rate of premium demanded, that 
is, the rate of interest necessary in order that a given postpone- 
ment shall take ^dace, will be determined by various conditions 
\vhich arc fully examined, such as the size of the income of the 
individual, its distribution through time, or “ time-shape,” that 
is, the degree to u hicli it is expected to increase or decrease in 
the future, and other factors which cannot be enumerated in 
detail. In general, how'ever, if income is large, the preference for 
a given amount of present over future enjoyment is likely to be 
less, and therefore the rate of interest demanded for the postpone- 
ment of the enjoyment of a given amount of income is likely to 
be less than it would be if the income were smaller. Again, if income 
is expected to <leerease in the future, the preference for present 
enjoyment t('nds to fall, and therefore falling incomes and large 
incomes will both tend to be accompanied by comparatively great 
willingness to postpone the enjoyment of income, and therefore 
by a low rate of interest. These are just two examples of the 
simplest types of condition affecting “ Impatience ” which are 
discussed by Professor Fisher. 

Since in ordinary life the character of income streams can be 
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changed, there is another influence affecting the rate of interest, 
namely, Investment Opportunity.” An individual can change 
the character of his income through time, and there may be 
various different ways open to him in which to do it. This is due 
to the fact that there are different opportunities of investment 
before him. Incomes tend to be adjusted through time so that 
the optimum “ time-shape ” is obtained. The present value of 
an income with a given “ time-shape ” may be capitalised, and 
the individual will adjust his time distribution so that this capital 
value is at a maximum. Further, “ at the margin of choice any 
additions to the individual’s future income at the cost of more 
immediate income constitutes a return over that cost, the rate of 
which return over cost ” must in equilibrium be equal to the rate 
of interest. This rate of return over cost will depend on the 
opportunities of investment which arc available to him. This 
fact may be described as the Investment Opportunity Principle. 

The substance of Professor Fisher’s exposition is an analysis 
of these two principles, but in spite of the fact thf'it the book is 
written in order to convince his critics that he does not under- 
emphasise or neglect productivity or investment opportunity, 
the detailed analysis is almost all concerned with the influences 
which determine Impatience and very little, if anything, is said 
concerning the conditions which determine the “ rate of return 
over cost,” which is, of course, the index of the profitability of 
investment. If A borrows from B in order to inveM the sum 
borrowed. Professor Fisher would maintain that since he only 
invests in order to procure future income, it is true to say that the 
interest on the loan is paid as a premium on a higher income in the 
future. On the other hand, the ” Productivity ” school would 
maintain that the theory of interest was incomplete until it 
explained the determination of the rate of return over cost, that 
is, explained why A’s investment yielded any return at all, and 
why it yielded just the return necessary to induce B to postpone 
the enjojonent of his income in the present. The fixation of 
interest cannot be discussed without resort to the “scissors,” 
and Professor Fisher’s analysis, while not inconsistent with 
productivity theories, is no more than complementary, for it 
lays all the emphasis on the Impatience leg of the scissors and 
never does justice to the other leg, namely Productivity. If, 
in this book, the conditions determining the rate of return over 
cost, or the opportunity for investment, were considered as fully 
as the conditions determining Impatience, then indeed we should 
have a very near approach to a “ complete ” theory of interest. 
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One minor point should be mentioned. In discussing the 
importance of Impatience and the influences affecting it, no 
reference is made to the elasticity of demand for present income 
in terms of future income. Thus, while frequent reference is 
made to the fact that as an individual increases his postponed, 
as opposed to his present, enjoyment, his impatience will increase, 
and that therefore the interest required in order to induce him 
to save will increase, it is never pointed out that the quicker this 
takes place the more quickly will the rate of interest rise, and vice 
versa. Thus, not only must we consider the Impatience of the 
rich man compared with the poor man, but we must also take note 
of the rate at which the Impatience of cither will alter as he 
increases or decreases his present enjoyment. In discussing 
the future of interest rates this is important, for if the demand for 
present income is inelastic, an increase in wealth will cause a 
much greater fall in the rate of interest than if the demand is 
elastic. 

The book contains a useful appendix and a full bibliography. 
In arrangement it derives benefit from careful planning, and the 
inclusion of the mathematical exposition in the text, but in a 
separate Part, is much to be preferred to the relegation of masses 
of formuhe to footnotes or an appendix. P. A. Sloan 

University College of North Wales, 

Janvary 1931. 

Efficiency and Scarcity Profits, By C. J. Foreman. (The 
University of Chicago Press. Pp. 343. 18.9.) 

In a Foreword to this book Professor Commons says of the 
author’s purpose : “ His distinction between efficiency and 

scarcity profits is his main thesis, but back of it is his suppression 
of free competition by freedom of contract, and his theory of the 
original common lavr as a workable relation betw’cen the indi- 
vidual and the State hundreds of years before economists, philo- 
sophers and modern courts had obscured it.” More explicitly, 
the main thesis of the book is that profits are analysable into 
earned and unearned elements, and that hitherto, as showm by 
an analysis of legal decisions in English and American courts, 
the former have been recognised at law, the latter not. The 
rise of monopoly and of restrictions on competition have led to 
an undue prominence of the unearned elements in fact, and a 
tendency in theory even to restrict the term profits to these 
elements. This unhappy fact and tendency are now being 



88 


THE ECONOMIO JOT7BEAL 


[mabgr 


reflected in legal decisions, and unearned profits are being afforded 
a legal sanction which is detrimental to the ethical standards of 
the law and to the inalienable rights of the individual in his 
relation to the State. The practical conclusion is that the 
“ plane of competition ” should be preserved in law and industry. 

To establish this thesis it would then be necessary to show 
(1) that in theory profits are divisible into earned and unearned 
elements; (2) that these elements are separable in practice; 
(3) that from the point of view of public policy they should be 
separated. On none of these points does Professor Foreman 
succeed in being entirely convincing. 

With regard to the theoretical analysis, the efficiency and 
scarcity profits, the earned and unearned elements respectively, 
to which in the main Professor Foreman confines profits, aro 
Marshall’s wages of the “ pioneer ” manager (which Nicholson, 
following Marshall’s analysis, calls “ wages of enterprise ”) and 
surpluses due to scarcity. So far as these surpluses are concerned, 
however, there is not preserved Mai-shall’s clear distinction 
between temporary surpluses or quasi-rents, pure rents and 
monopoly surpluses — a distinction surely very pertinent to the 
question of public policy and to the view to be taken cither 
ethical or functional of a surplus in any particular case. Students 
of Marshall will also feel that there is a disproportionate amount 
of time and space devoted to the proof of the reality of the 
distinction between efficiency and scarcity profits ; but Professor 
Foreman evidently regards this distinction as in some sense new, 
and requiring to be established. Ho says of Marshall’s analysis 
that it docs not differentiato “the returns of intra-marginal 
producers ; and, strange enough, no attempt is made to separate 
the profits of efficiency from the fluctuating market surplus ” 
(p. 279). This statement is based on a sentence of Marshall’s 
dealing with normal profits, but surely Marshall’s treatment on 
this question must be taken as a whole? To whom if not to 
Marshall do economists ow^e their knowledge of precisely these 
things ? It is also very misleading to say of Nicholson, because 
he recognises a “ chance ” element in profits as one possible 
element, that he “ makes profits analogous to the now-familiar 
unearned scarcity increment ” (p. 275). Professor Foreman 
regards a clearer theoretical analysis of profits as being a pressing 
necessity for his purpose, but in this he would seem to mis- 
conceive the real point of -weakness in his position. The various 
elements which may enter into gross profits are not disputed in 
theory, although there may be some difference of opinion as to 
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which of these elements the tenn profits may most usefully be 
applied; but this is a question of terminology. The division 
of profits into ‘‘ earned and “ unearned ” is, however, quite 
another and a more difficult question. On this question of 
theoretical analysis another American oc^onomist, Professor 
Barnett, has said : “ The history of the theory of profits . . . has 
been determined not by increasing accuracy of economic analysis, 
but by great industrial and credit changes which from time to 
time have shifted the ownership of the product. The really 
important historical question has been : Under a given set of 
conditions, to whom do profits come, not what does the entre- 
preneur do to get them ? ^ This is an illuminating statement, 

and all the more so because it enables the point to bo made that 
the two last considerations it raises are ultimately or djmamically 
inseparable, since it is the struggle to obtain these j)rofits that to 
a great extent determines, even constitutes, the directing force. 
Even from the point of view of theor3% then, profits which viewed 
statically are unearned, may nevertheless be functional and 
therefore, viewed d^mamieaHv, earned. This aspect of the 
question is insufficently realised bv Professor Foreman, and this 
inevitably weakens his ease also on the other two points. 

On the second question, whether earned and unearned profits 
W'here they do exist are separable in practice bv the application 
of a satisfactory test, the treatment is more original and has 
much of the interest of a heresy hunt. It has also eventual^, how- 
ev’^er, all its usual ineonclusiveness, even as to the identit^^ of the 
heretic. The method employed is to show an analysis of 
legal decisions bearing on i)rofits, the type of profits to which 
courts have respectively afforded or refused to afford legal 
protection and also the grounds of the decisions. The result of 
this analy'sis would seem to be that (in awarding damages, for 
example) courts have in the main protected efficiency profits, but 
have discountenanced speculative gains, and that the test a])plied 
in distinguishing between these two has been based on considera- 
tions of costs of j^rodiiction. But apart from the fact that this 
implies no necessary condemnation of speculative gains as such, 
how far, it must bo asked, does this reallv take us ? The function 
of the entrepreneur is now so divided and the forecast for indus- 
trial dovcloj)ment and, therefore, the sphere of the speculativo 
element so extended that ninetoenth-oentnry decisions ]>rotccting 
the differential returns of individual inventors, or discounte- 
nancing claims based on speculativo gains are not convincing 

^ Economic Essays in Honor oj John Bates Clarlr, p. 20. 



90 


THE ECOHOMIO JOUBHAL 


[MABOH 


parallels for the more complex existing conditions. A reduction in 
costs as a valid test for eificiency profits could only be applied to the 
entrepreneur who was a producer, and this type of entrepreneur 
does not as a rule obtain the market surplus. The market 
surplus goes more usually to the trading entrepreneur, whose 
costs of production are mainly dependent on his ability to buy 
low and sell high, i,e, on the market surplus ; but this is just what 
is objected to as being “ unearned.” If one business combines 
both types of entrepreneur it will reasonably expect to receive 
the results of both efforts, and both efforts will be so combined 
as to make the results in the long run inseparable. Further, 
early legal decisions at a period when the difficulty was to find 
goods rather than markets are no guide for a period when the 
difficulty is to find markets for an indefinite quantity of goods. 
Professor Foreman complains that “ In the evolution from 
mediaeval to modern principles the courts have found it unneces- 
sary to draw a legal distinction between cost profits entering into 
the costs of production and speculative profits arising from an 
increased demand. However, in the adjustment of these economic 
concepts if is likely that both jurists and statesmen will bo forced 
ultimately to meet the legal-economic problem which lies in the 
separation of cost, speculative and monopoly profits ” (p. 207). 
But such a separation might be attained without shedding much 
light on the question as to which of these profits was earned or 
unearned or being either of these things, functional or non- 
functional. 

With regard to the third point, the attitude of public policy 
towards market surpluses, it must be recognised that marketing 
is now of necessity becoming a highly developed and specialised 
function, and whatever may be the view to be taken of market 
surpluses, it must be based on a recognition of this fact. Some 
market surpluses are no doubt to be condemned, but the time has 
passed when condemnation could be attached to market surpluses 
as such, even if they be obtained under conditions of monopoly. 
From the point of view of public policy the objection to any type 
of profit is not that it is unearned, but that looking to social 
welfare it is non-functional. It is on the social plane of function, 
not on the individualistic plane of effort, that the ethical and 
the economic justification of profits as of other forms of property 
are to be reconciled. It is on the social plane of function also 
that the respective merits of combination and competition must 
ultimately be judged and afforded legal protection. Therefore, 
although Professor Foreman may be right in concluding that the 
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legal preservation of liberty of competition is the best method 
for the prevention of the abuses of monopoly, this hardly justifies 
his belief that law exists, and has always existed, for the purpose 
of preserving the liberty of the individual. 

M. T. Rankin 

University of Edinburgh. 

International Economic Relations, By John Donaldson, Ph.D. 

(Longmans, Green & Co. 1928. Pp. xxx -f 674. 165.) 

The study of the wealth of nations in general, as opposed to 
the wealth of nations in particular, has been greatly extended 
since the war, mainly as a result of the research which has been 
conducted by the League of Nations and allied institutions; but 
at the same time academic studies of international economic 
problems arc still scarce, and books which attem])t at a comprehen- 
sive survey in this sphere arc much needed. The reader who takes 
up this book, expecting to find a thorough study of world economic 
problems, is likely to be disaijpointed, since, though the attempt 
to write “ A Treatise on World Economy and World Politics ” is 
laudable, it has not iwoved entirely successful. There are 
perhaps three main rcasons for this failure. Firstly, the spheiD 
which the author has ti’ied to cover is too wide to permit of a more 
than superficial treatment of many important problems ; secondly, 
a great deal of the subject-matter is not strictly a study of the 
economic relations between nations sit all, but a rather “ woolly 
comparison of certain particular aspects of economic life in 
different countries; and, finally, because the author almost 
entirely neglects many very important post-war problems and the 
organisations which have been built up for the puq^ose of solving 
them . References to the League of Nations are only incidental, and 
the League is considered of so little importance that it is not even 
mentioned in the index. The most successful chapters in the book 
are those which are purely descriptive, the description of national 
and international combines and cartels (Chaps. VIII and IX), the 
story of political and economic interference in Turkey and China 
(Chap. X), the distribution of raw' materials (Chap. XII), and the 
relationship between the petroleum industry' and politics (Chap. 
XIII); but even these chapters are only of use for reference 
purposes and arc too “ facty to make enjoyable reading. 

The book is divided into two parts : firstly, a study of the 
“ basic ** factors affecting w'orld economy, and secondly, its 
“structure” and “industrial basis.” The basic factors lire 
classified as geographical conditions, race and population, forms 
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of political and economic organisation, the legal factor, and, 
finally, the distribution of territory. In discussing these various 
factors the author has outlined very briefly the part played by 
each in determining economic life, but on the whole has not 
adequately analysed many of the influences which he mentions. 
The possible effects of climate on race, for example, are speedily 
dismissed as being more or less incalculable ; while in discussing 
the relative capacities of different races for economic activity it is 
assumed, without discussion, “ that the races inhabiting the 
United States, Great Britain, Germany, France and Japan, to 
mention only a few outstanding examples, must i)ossess such 
capacity in a large measure ” (p. 30). No mention is made of the 
various possible combinations of climatic, politicjil and other 
factors than race which might have caused tluur industrial 
supremacy, whereas, in fact, this subject would have been both a 
legitimate and important one for discussion in this part of the book. 
Again, in considering the political factor we are told that there 
are four stages in economic devoloi^ment : “ independent domestic 
economy . . . town economy . . . national economy . . . world 
economy,” ind yet no reference is made to the important fact that 
town economy and world trade dcveloi)ed in many cases together, 
before the evolution of the modern nation. Again, world economy 
is discussed entirely without reference to the growth of world 
organisations such as the I.L.O. and the League of Nations. The 
discussion of the legal factor, although mainly confined to factual 
statements, is the most useful of these chapters, containing a short 
exposition of certain aspects of international law which should be 
useful for reference. 

The discussion of “ national and world economy ” which 
occupies the second part of the book is uneven in quality. In so 
far as it is purely descriptive it should be good for reference but 
the more theoretical discussions lose much through lack of con- 
ciseness in expression. As an example, the following remarks 
concerning the national income of various countries may be 
quoted, from the chapter on “The National Economy of the 
United States ” : “ The structure of the national economy finds 
one form of expression in the national wealth and income and 
in such resulting phenomena as the standard of living. The 
national income of the United States, as is commonly known, is 
very high. In 1914 in total amount it was more than three times 
that of the United Kingdom and was per mpita 25 per cent, higher 
than that of Australia ” (p. 223). On the following page further 
light is thrown on the matter : “ The pre-war per capita income 
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of Australia was very high, but it did not greatly exceed that of the 
United Kingdom, and that of Canada was rather (^ic) high but 
did not vastly exceed that of France and Germany.” Admittedly, 
such statements are substantiated by certain tables, but even then, 
the use to which the information is put hardly justifies these rather 
laborious comparisons of the relative “heights” of national 
incomes. 

In discussing the possibilities of international control of world 
economic affairs the book is unsatisfactory. No account is given 
of the work which has been done since the war in many spheres 
under the League and I.L.O., and proposals for further control are 
treated with coiitcmijt. For example, following the description 
of the growtli of niono 2 )olies of an international character it is 
concluded that “ though international discussions of the problem 
may prove helpful, the most feasible as well as effective treatment 
lies in the actions and reactions of the economic processes them- 
selves ” (p. 34()), and this conclusion is reached without any 
discussion of possible alternatives or mention of the possibility of 
League influence through giving publicity to the operations of 
international combines and so on, in default of finding even 
stronger methods of control. Again, in the discus.sion of the 
problem of international control of raw materials we find the 
following crude classification of policies which might be adopted. 
There are, we i*cad, tliive possible solutions before us : the 
“ nationalist sidution,” in which case each country becomes a 
self-supporting unit, the “ socialist solution,” in which case trading 
is carried on by some international organisation, and the “ free 
trade ” solution. “ The mere mention of the nature of the schemes 
is suflicient to .show how far they are from practicable or feasible ” 
(p. 501). In this case, not only does the author’s outline of possible 
ways of controlling the u.se of raw materials do grave injustice to 
many i)ossiblc methods of control of varying degree which have 
been suggested, but it does not even discuss thoroughly the three 
categories of remedy which arc mentioned. These examples are 
adequate to show that the subject of international control has 
been far from satisfactorily eonsideix'd. 

In a book on Internalional Economic IMatioiis the reader would 
expect some account of movements of both capital and labour 
from country to country, the relationship between the currencies 
of different countries, differences in standards of living and 
possible ways of reducing these diffei’ences, and the ways in which 
these factors, together with working hours, wages and prices, are 
being, or might be, subjected to various forms of control. In this 
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book, while a short reference is made to migration, and the 
connection between capital investment and political intervention 
is given full consideration with respect to certain particular cases, 
currency problems and the ways in w^hich differences in standards 
of living and working conditions might bo altered in different 
countries are not mentioned. Some of these omissions, it is true, 
may bo made good in a later volume which is to follow, of which 
a summary is given at the end of this one. The second book will 
continue the study and will be divided into three parts, concerning 

International Trade,” “ Finance,” and “ Agreements and 
Organisation,” and in the third of these parts one section will be 
devoted to ‘‘Concerts, Conferences and Leagues.” Is it in this 
section, it may be wondered, that the League of Nations will come 
into its own? As to the other omissions, such as monetary 
questions, and the regulation of prices, wages and hours and con- 
ditions of work, there is no promise of fuller treatment ; though 
it is doubtful w'hether a modern book on international economic 
relations can be complete without the inclusion of these subjects. 

In conclusion then, it may be said that this book is an attempt 
to cover ground which certainly ought to be covered by academic 
economists ; but it is an attempt to discuss, not only the relations 
between countries in the economic sphere, but also the under- 
lying factors ill national economy as well. The author has 
undoubtedly given himself too wide a field, with the result that 
much of the book is superficially written and important omissions 
are made. On the other hand, for purposes of reference, certain 
chapters which have already been mentioned are undoubtedly 
useful. P. A. Sloan 

University College, Bangor. 

Reparation Reviewed. By Sir Andrew McFadyean. (London : 

Ernest Benn, Ltd. 1930. Pp. 218. 85 . 6 ci.) 

In spite of the growing disinclination of the general public 
to look at any kind of literature relating to the war, except perhaps 
lurid records of actual trench life, books like this of Sir A. 
McFadyean’s perform a valuable service to the economist, the 
financier, and the serious student of affairs, and by them are sure 
to be valued. Most of the episodes and situations discussed in 
its pages may belong in the main to the past, but if it is important 
that the history of them should be written, it is doubly important 
that it should be written with knowledge of the facts and impartial 
judgment in their intei^retation, and Sir A. MeFadyean’s work 
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satisfies both conditions. The larger part contains a review of 
the various stages through which the reparation question has 
passed since January 1920, when the Treaty of Versailles came into 
force, separate chapters being devoted to the early administration 
of reparations, the first four years of failure, “ a record of dis- 
graces best forgotten,” he says (as if they could ever be forgotten 
in Germany so long as the word Ruhr stands on the map !), the 
Dawes plan and its purpose, Germany’s recovery under the Dawes 
plan, her foreign borrowings, the transfer problem, the Young 
plan, and the present outlook. 

What most readers will bo chiefly interested to know is the 
writer’s opinion of the last reparation “ settlement ” and Ger- 
many’s ability to meet her obligations under it. In this connec- 
tion the chapter on Germany’s borrowing will probably reassure 
many people who have hitherto observed with surprise that 
country’s eagerness to accept foreign money, either in the form 
of Government, municipal, and mortgage loans, or of industrial 
debenture and share purchases, and the readiness of lenders and 
investors to provide this money. Sir A. McFadyean does, indeed, 
regard with misgiving the jirodigal borrowing of the last several 
years, while granting that recovery has been made possible by it. 
Nevertheless, he rejects the view that the time is certainly coming 
when Germany will have no security to offer a foreign lender 
(a view whicdi Professor Cassel advanced subject to an important 
qualification), and suggests that if over-borrowing precipitates a 
breakdown, it will he because her creditors are becoming obsessed 
by fear that her foreign debt is accumulating at compound interest. 

The author endorses the common-sense opinion of the American 
Professor J. W. Angell, whose book, The Recovery of Germany, was 
reviewed in a recent issue of the Journal, that Germany can 
only meet her indebtedness by constantly increasing her exports 
of industrial products, wliich means ever-growing competition 
in the world markets, and jjarticularly in the markets of her 
creditors. Assuming that, in the absence of natural advantages 
which have not already been exploited to the utmost, the low'er 
costs of production necessary to facilitate these inflated exports 
will have to be sought in reduced \vageB, he concludes that the 
German workman may prefer to work a shorter time on the old 
rates of wages than full-time on a seriously depressed scale, so 
checking pro Uinio any tendency to lower productive costs and 
prices. On the other hand, is it not reasonable to suppose that the 
reduction of overhead charges due to mass production on an 
abnormal scale will effect a large economy, and oven that the 
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more tenacious stand for a relatively high level of money wages 
which labour will inevitably make in countries not burdened by 
heavy indebtedness to the foreigner, will play powerfully into 
Germany’s hands ? It does not follow that exports so facilitated 
could be rightly considered as “ dumped,” unless in comparing 
wages and standards of life the presence or absence of traditional 
frugality and good housewifery must be disregarded — a point 
which may deserve more attention than it has yet received in 
our definitions of “ dumping.” 

The possibilities opened up cannot bo contemplated without 
anxiety, l^ut will events take that course? Is it not more 
likely that the reparation question, which is not merely a question 
between Germany and the allied Powers, but an international 
and world question in the fullest sense, will eventually be settled, 
not by any virtuous scruples concerning the debtor’s ability to 
meet obligations accepted under compulsion in 1919, but by the 
creditor nations and their Governments recognising that repara- 
tions paid by tlic flooding of their own and other markets with 
German competitive goods, are a mischievous impediment to sound 
international exchange ? Failing that pacific solution, fate may 
have sterner measures in store for Europe. Those who think 
that Germany is going to pay tribute for thirty-six years, because 
of a war the responsibility for which she shares with all the other 
belligerents, arc nursing a dangerous illusion. Passages in his 
later chapters indicate that Sir A. McFadyean himself entertains 
grave doubts as to the finality of the last reparation revision. 
Hence his view that while the momentary outlook may be 
encouraging, “ the background to the picture is more sombre.” 

This is an exceptionally well-balanced i)icce of work, careful 
in statement, acute in reasoning where it is a matter of argument 
and demonstration, and almost i^edantically judicial and guarded 
in conclusions. One is, indeed, apt at times to Avish that the 
Avritcr’s mild, bromide criticisms Avere a little more vigorous and 
outspoken. More than once his detached frame of mind seems 
to make him unjust to this country, as in his references to our 
Government’s attitude on the question of the Allies’ debts and the 
French determination to ” bleed Avhitc ” the late antagonist. In 
resisting that irrational policy Great Britain performed a great 
service to Europe — and incidentally to Franco — deserving of 
more generous recognition than it has received, and whatever 
the tactics which had to be resorted to, the end amply justified 
them. Is it not permissible also to ask that English writers will 
abandon once for all the French use of the word ” sanction,” so 
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unpleasantly associated with illegal and cruelly vindictive 
measures, for which happily this country bears no responsibility ? 
The word used to be held in honour amongst us : why allow it to 
be longer declassed and defamed? W. H. Dawson 

The National Debt, By E. L. Haborbaves. (London, Edward 
Arnold and Co. 1930. Pp. 304. 155.) 

Mb. Hargreaves has written a careful and detailed history 
of the National Debt from its birth to the present day. At 
first an obligation due from the Government to the three big 
corporations — the Bank of England, the East India Company 
and the South Sea Company — ^and presumably of a temporary 
character, the Debt had already by 1730 become a national 
institution binding the State to a host of creditors “ every one 
of whom desires to bo the last in the Course of Payment.” 
It is the story of this institution and the parallel tale of the Sinking 
Funds intended for its abolition that Mr. Hargreaves has to tell. 

The author permits himself few comments on his narrative, 
though he quotes at some length the views of contemporary 
writers at all stages in the history of the Debt. Perhaps his 
readers should be grateful for this reticence, since comment could 
hardly be other than cynically depressing. There can, indeed, 
bo few chapters of economic ^story more completely devoid of 
progress than those which are the subject of this book. In two 
hundred and fifty years we have neither invented any significant 
new method of dealing with the Debt nor shown any growth in 
the persistence with which we are prepared to apply old methods. 
Every kind of Sinking Fund — cumulative, non-cumulativo, 
specific, general — has been tried, and every kind has, on one 
pretext or another, been violated. Walpole’s Fund of 1716 is 
openly raided by its own author little more than a dozen years 
after its establishment. Our own generation of school children 
is taught to ridicule Pitt for borrowing with one hand in order 
to pay back with the other ; yet in 1922 Sir Robert Horne could 
find the most admirable reasons for following exactly the same 
course. There is variety only in the ingenuity of the arguments 
which are used to justify light-hearted disregard of any liability for 
debt repayment. In the early nineteenth century the accumula- 
tion of a Sinking Fund offered a dangerous temptation to Ministers 
looking for money to spend without Parliamentary sanction 
In the twentieth century it is merely bad for trade, and must 
wait till times are better. 

And it is just the same with the more radical proposals for 
No. 161. — VOL. XLI. II 
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debt funding or redemption. Did not Hutcheson in 1721 and 
Ricardo in 1820 anticipate the Labour Party’s recent plan for a 
capital levy ? Was not the case for funding war pensions argued 
with just as much plausibility in 1822 as a hundred years later ? 
Meanwhile the upward trend of the debt charge continues, and 
the method of a fixed charge that will redeem the entire debt in 
forty or fifty years renews its popularity with every half-century 
that passes. 

Mr. Hargreaves concludes his book with the statement that 
so far as a reduction of the burden of the debt is regarded as a 
problem to be solved, the solution must come from a deliberate 
financial policy consistently and resolutely pursued.” Past 
experience, however, as his own most illuminating study shows 
on every page, gives little ground for anticipating any such 
consistency or resolution. Barbara Wootton 

Gold, Credit and Employment. By G. D. H. Cole. (London, 
George Allen and Unwin. 1930. Pp. 165. 5s.) 

This book consists of papers reprinted from the New Statesman 
and New Leader, together with an introductory essay not previ- 
ously published. It is largely concerned with Sir. Cole’s views 
on currency policy, the main features of which may bo summarised 
as follows : (1) the gold standard should be retained in the interest 
of stability of exchange and because of its international advantages 
generally; (2) convertibility of the internal currency into gold 
at a fixed rate (presumably in the present limited form, though 
no reference is made to this) should also bo retained; but (3) 
there should bo no legal limit to the fiduciary issue, and the whole 
of the Bank’s gold reserve should bo treated as effectively available 
for export ; and (4) the supply of internal curreiury should be 
based “ not on the stock of gold, but on the needs of industry 
and commerce.” Mr. Cole hardly meets the obvious criticism 
that certain of those principles are mutually exclusive, nor is ho 
very explicit as to the interpretation of the last, which is clearly 
all-important. He does, however, state definitely that he is not 
hoping for complete stability of internal prices, and that ho is 
prepared to sacrifice this, if necessary, to stability of exchange. 
On the other hand, he is surprisingly silent about the possibilities 
of the international management of gold itself. 

The later papers in the book develop the author’s views on the 
unemployment problem on lines already familiar to readers of his 
Next Ten Years. Mr. Cole’s essential difference from what 
appears to be the official attitude to unemployment is that ho 
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denies that any material improvement must wait upon a revival 
of trade, holding that jobs can and must be found for most of 
the unemployed before we can, expect industry to revive*' To this 
end he renews his proposal for a National Corps to be voluntarily 
recruited from the unemployed. For the ultimate revival of 
industry Mr. Cole looks (with the orthodox) to rationalisation, in 
which a banking industry, itself rationalised on less orthodox 
lines, is to play a large part in the coercion of the irrational. 

Barbara Wootton 

Poverty and the State. By Gilbert Slater. (Constable & Co., 
Ltd. 1930. Pp. vii + 480. 125. 6d. net.) 

Dr. Slater has brought together in this book a mass of 
useful material on a number of subjects which are not frequently 
treated in relation to each other. He has passed in review, for 
each of the main factors in the causation of poverty, the history 
of the methods by which at different times the community, and 
in our own time the State itself, has sought to deal with it. 
Tlie order of arrangement is at first somew^hat confusing. The 
Poor Law is treated in specific chapters that bring the story down 
to the Reform of 1834, and for the later history one has to turn 
to much later cliapters on the Care of the Child, in which chapters 
a good deal of information not strictly relevant to the title of 
the section has to be introduced. Nevertheless, the book has a 
method and a logic of its own, which more and more impresses 
the reader as not only unusual but useful. For from time to 
time in our history some s])ecial problem of poverty has been 
particularly pressing or has been felt to be so, and has brought 
about' some new development in the provision of measures of 
relief or prevention. Hence, by taking in turn the problems of 
sanitation, of the care of the child, of sickness and old age, of 
overcrowding and slums, of alcohol, of betting and gambling, of 
lunacy and mental deficiency, of the care of the blind, the deaf 
and the crippled, and finally of unemployment, Dr. Slater has 
been able not only to reveal an cxi)anding series of State and 
voluntary agencies for dealing with the problem of poverty, but 
also to trace the course by which each of these factors in the 
problem has given rise to special efforts of private or public 
initiative. 

Most of the information has been brought together from 
easily accessible sources, but Dr. Slater has produced some new or 
less familiar evidence on a number of points. A few examples 

may be given. Ho intrigues us by hinting at evidence not yet 

h2 
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in print which goes to show that the main cause of unemployment 
in the sizteenth-centuiy crisis was the improvement of ploughs 
and ploughing. He cites an interesting case of an eighteenth- 
century society on the border-line between a Trade Union and 
a Friendly Society in the “ Chesterfield Union Benefit Society,” 
which was only removed from the register in 1927 ; and also an 
instance of a (X)-operative mill constructed by the Woolwich 
Dockyardsmen some time before 1760. 

He contributes his personal experience of ” relief works ” 
in Woolwich imder Dr. Walter Long’s scheme for London just 
prior to the Unemployed Workmen Act of 1905, and also of 
the highly efficient and successful public works organised in India 
to meet the Indian crises of unemployment which are usually 
known as “famines.” 

The section on Unemployment reviews the main theories and 
proposals for relief and prevention, and Dr. Slater emphasises 
the too often disregarded correlation between the incidence of 
wars and the trade cycles. He revives a proposal of his own 
made before the Great War for the institution of a “ Public 
Shareholder ” — ^that is, a specialised Government Department, 
to which should be assigned the duty of watching the initiation 
of new capital issues, detecting fraud, and prosecuting where 
necessary ; and he advocates, like Mr. Cole, measures for directing 
the flow of investment. 

The most conspicuous gap in the book is the absence of any 
reference to the problem of “ sweated ” wages and the institution 
of Trade Boards, and we are surprised to find no discussion of the 
definition of the term “ poverty ” in the light of the llowntree 
and Bowley investigations, nor indeed of the general question of 
wages and the standard of life. On this point the book needs 
supplementing by the sort of material that is to be found in 
Messrs. Carr Saunders and Caradog Jones’ Survey of the Social 
Structure of England and Wales, to which there is surprisingly 
no reference in Dr. Slater’s bibliography. 

The book is based on a course of lectures given to students 
training for various kinds of social work, and it may bo 
recommended not only to the student of social history and 
organisation, but in particular to those concerned with 
University Social Training Departments. 

A. Babbatt Bbown 

BmUn College, Oxford. 
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Labour ProbUma, By Gordon S. Watkins, Ph.D. (Sir Isaac 
Pitman & Sons, Ltd. 1929. Pp. 726. lbs,) 

Tins work is a revised edition of a book which appeared in 
1922, but the revision has been so extensive, we are told, as to 
make this new edition practically a new book. The scope of the 
book is very comprehensive ; the book is divided into eight parts 
and consists of twenty-nine chapters, in the course of which most 
matters affecting labour may at least be said to have been 
touched upon. At the end of most chapters there is appended a 
useful list of books for further reference. 

A book of this nature inevitably raises in the mind of the 
reviewer the question of the purpose it can most usefully serve. 
The book endeavours, and with considerable success, to give a 
sane and balanced view of the many problems affecting labour, 
and the English reader will glean much of interest from the side- 
lights thrown on American views and conditions. It is compre- 
hensive enough in scope to serve as a book of reference, but the 
treatment of certain questions, e,ff. minimum wages, factory 
legislation, trade boards, etc., is too slight to be of any value 
taken by itself. The book is evidently primarily intended to 
serve as a general introduction to the labour problem, but the 
easy informative way in which it is written makes it of doubtful 
value as a text-book for the serious student. One cannot help 
feeling that the method of exposition followed here is not the way 
through which the writer himself attained his Itnowledge of such 
questions. On the matter of text-books there is much to be said 
for what the late Professor Burnet called “ the recapitulatory 
theory of education,” by which he meant the guiding of the 
student along the paths the teacher himself has trod. On the 
descriptive side the book is, however, very useful, more especially 
perhaps, the chapters dealing with labour organisation, child 
labour and unemployment, affording as they do an interesting 
basis for comparison between labour conditions in these respects 
in America and this country, 

M. T. Rankin 

University of Edinburgh, 

The Labour Injunction, By Felix FnANKrrRTER and Nathan 
Greene. (New York: The Macmillan Company. 1930. 
Pp. 343. 21.9.) 

The history of American Trade Unionism furnishes some 
startling illustrations of the difficulties involved in the adjustment 
of the legal system to economic conditions. Grave problems arise 
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from the intervention of law in the controversies of industry. 
Upon what principles is organised Labour’s legitimate sphere of 
action to be defined? What is the category of purposes for 
whose attainment the strike is to bo a privileged means ? What 
tactics of organised Labour are to bo allowed in its effort to 
improve its material conditions? How are those principles of 
liberty which are automatic in political life to be made effective 
in industry ? Recognition of the necessity of Trade Unions — and 
the right of combination by workers is in itself a corollary to the 
dogma of free competition as a means of equalising the factors 
that determine bargaining power — ^recognition implies acceptance 
of the economic and social pressure that can come from united 
action. Such acceptance, however, leaves open the questions : 
how far ? and, when ? How far may workers combine to strive 
for concessions that are not of immediate benefit to them, but 
which strengthen the Union organisation? How far may a 
Union in one craft use its power to achieve the unionisation of 
non-union plants within the same craft ? How far may a Union 
of one craft exert its power in ai<l of Unions of another craft ? 
How dependent must one craft be upon ilie other to justify co- 
operative tactics ? llow are terms of convenient vagueness, such 
as “ coercion,” intimidation,” “ peaceful picketing,” to bo 
interpreted with any degree of precision ? "riiesc issues are 
usually left to the courts for decision. The governing rules of 
conduct as to Labour Law are essentially not legislative formula- 
tions ; largely they are judge-made law. The results have been 
unsatisfactory. There are technical matters on which judges 
may claim peculiar competence and on which their decision 
commands respect. But industrial controversies raise issues of 
policy, and for their solution qualities arc required which the 
majority of judges do not seem to possess — sympathy, elasticity 
of mind, insight into social values, sensitiveness to changing social 
needs. The majority of judges have seldom attempted to bring 
their opinions into nearer agreement with tlio economic facts. 
They have been content to look at facts only through glasses 
coloured by those very opinions. Social prejudices — and in the 
decision of these questions there is wide room for the x>lay of 
prejudice — ^have often been mistaken for eternal principles. The 
legality of purposes has been made to depend on precedent rather 
than on their relation to conceptions of the common good. 

In the United States, the law of associations arises almost 
entirely out of injunction cases. These are handled by Courts 
of Equity. These Courts deal with injunction cases without 
the benefit of substantial statutory guidance. Moreover, the 
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Legislature’s attempts to limit the jurisdiction of the Courts in 
these cases have been successfully checked. Laws passed with 
this object have been declared unconstitutional. 

America’s distinctive contribution in the application of law to 
industrial strife is the labour injunction. In the administration of 
justice between employer and employee it has become the central 
lever. The most serious question confronting Trade Unionism in the 
United States is the use and abuse of injunction in labour disputes. 
(And has not the United States more strikes both in absolute 
number and relative to the population than any other country 1) 
The exercise of their powers in labour controversies has harmfully 
implicated the Federal Courts. Organised Labour has come to 
view all law with resentment because of the injunction. The 
hostility which it has caused creates a j>olitical problem of some 
importance. “ Government by law and duly constituted 
authorities has in many instances been supplanted by government 
by injunction, government enforced without statutory enactment.” 
“ Government by injunction must cease if government by law 
is to function unchallenged.” (Convention of the American 
Federation of Labour, 1026.) 

In Great Britain judicial decisions have repeatedly provoked 
the intervention of the Legislature. In the United States, 
(Congress has to contend with constitutional complications 
from which Parliament is free. Congress has tried to grapple 
with the injunction question notably by means of two sections 
in the (.Clayton Act. Samuel Gompers described section 6 as 
“ the industrial Magna Chart a upon which the working-people 
will ixjar their construction of industrial freedom.” The good 
intentions of Congress have been frustrated. Common law 
doctrines of conspiracy and restraint of trade still threaten 
American Labour. Activities widely cherished as indispensable 
assertions of Trade Union life continue to be outlawed. In- 
junctions are still the effective method of enforcing those individual 
or “ yellow dog ” contracts whereby employers force employees to 
give up organisation rights. In December, Congress is to make 
another attempt. It is to consider a Bill prescribing rules for the 
issuing of injunctions. A full understanding of the history of a 
questioned legal institution is necessary to wise reform. Pro- 
fessor Frankfurter and Mr. Greene tr}’ to supply this. Their w^ork 
records how labour injunctions came to bo and how they operate 
in practice, the uses which they serve and the abuses to which 
they have given rise. 

The University of Belfast, 


J. Lembehoeu 
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Fixation of Wages in Australia. By Geobgb Andebson, M.A., 

LL.M., M.Com. (Macmillan & Co. and Melbourne Univ. 

Press. Pp. 554. (21s. net.) 

In this book we have a preliminary survey of a new branch of 
legal precepts, likely to grow in importance in the coming decades 
those concerned with jurisdiction over economic affairs. In this 
field there is little of precedent and at present much confusion. 
Mr. Anderson hardly charts the field with new principles ; but he 
has considerably tidied an important section of the ground for 
future surveyors, and has provided us with a compendious work of 
reference on the arbitration and wage-regulation system in 
Australia. In doing this ho has been predominantly interested in 
the legal aspect of the matter rather than in its economic signifi- 
cance : the book is essentially a case-history of arbitration 
procedure, rather than an economic analysis. At the same time, 
the work is of high importance for the student of wage theory as a 
record of the legal machinery and procedure which have developed 
in this country where State fixation of wages has been carried to 
the highest point. 

In Part T the machinery of Federal and State arbitration is 
described in considerable detail, particular attention being paid to 
the problems arising from the conflict of authorities and to the 
awards by which an attempt has been made to draw the frontier 
between State and Federal jurisdiction. In Part II, which forms 
the larger section of the work, the several problems involved in 
wage-fixation tare described and the attitude adopted by the 
Courts is carefully listed. Here there is material of special 
interest to the economist. The various interpretations of the 
“ basic or living wage ” and the calculations of the cost of living 
for this purpose, with its disturbing variations between different 
cities, are set out in detail. The problem of the so-called 
“ secondary wage ” is outlined, and considerable space is devoted 
to a record of decisions of the Courts on the complicated matter 
of “ wage differentials ” for dangerous, disagreeable or difficult 
work, on the rates for w’omcn and juniors, and on the fixing of 
piece-rates and hours of work. 

The economistcould have wished that the author had attempted 
some]fgeneralisation about the results of the system which he 
describes with so much care. But admittedly he is concerned with 
legal rather than with economic precepts. As a source-book for 
the economist it is invaluable ; but it does not pretend to be any 
more. Such general conclusions as the book provides are con- 
tained in a^brief introductory chapter, where they are presented as 
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tentative obiter dicta on the arbitration system as a whole. Mr. 
Anderson is of the opinion that ‘‘ most of the charges supposedly 
made against the system of compulsory arbitration are actually 
not made against the system itself, but against some weakness in 
the means used to effect compulsory arbitration.” At the same 
time, ‘Hhe fact remains that there is much to support the 
employers’ complaint of undue interference. . . . The awards of 
to-day are, in many cases, very complicated, and attempt too 
minute a regulation of working conditions.” Moreover, there is 
“ one marked weakness of the existing system — it does tend to 
array employers and employees in opposing camps, and to foster 
the litigious spirit. Taking the system as a whole, we venture 
the opinion that it is a sound and sane method of adjusting the 
industrial relations of employers and employees.” 

Maurice Dobb 

Cambridge. 

The Theory of Collective Bargaining. By W. H. Hutt, Senior 

Lecturer in Commerce in the University of Cape Town. 

(P. S. King & Son. Pp. 108. 55. net.) 

There is much reason to welcome the returned popularity of 
the pamphlet «as a literary form, especially for critical or polemical 
writing. For the suggestion of new ideas or support of a specific 
thesis it has everything to recommend it to an unleisured age. 
But it cannot be recommended for everything. Mr. Hutt’s 
essay possibly strays beyond the strict bounds of a pamphlet. 
But one feels that the form he has adopted has imposed a method 
upon him a little too unsophisticated, perhaps, for the problem 
he handles. I'rue, the thesis he advances is a straightforward 
one : namely, in his own wortls, “ to controvert the suggestions 
typical of most modern economic text books, (a) that there is 
some portion of the normal remuneration of labour which, in the 
absence of collective bargaining by lal)our, is, or can be, trans- 
ferred to the remuneration of other factors of production owing to 
labour’s ‘ disadvantage in bargaining ' ; or (6) tluit combination 
by increasing labour’s ‘ liargaining j)ower,’ enables it to acquire a 
l)art of the normal remuneration of some other factor.” But he 
has attempted to interweave a critical sun^ey of what others have 
said on the matter with analytical proof of his thesis. The 
combined task is not impossible; but in so confused a field as 
the theory of wages the combination of the two is particularly 
difficult. To use the ideas of others as ninepins to one’s game is 
an excellent mode of exposition. But the ninepins must be 
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ascetically chosen as such and the attack on them subordinated 
strictly to the general strategy of the game. Moreover, if one 
handles them to this purpose, one needs to do more than justice to 
one’s adversaries — to give to tlieir words more logic than the words 
actually hold. Otherwise the game is apt to be too cheaply 
purchased. This Mr. Hutt docs not always do. And one is left 
with the feeling that zeal for his thesis often causes his exposition 
to do less than justice to his predecessors’ meaning, while in the 
attempt to be comprehensive in his historical review he does 
imperfect justice to the intricacy of the problem which he attacks. 

On the wliole, Mr. Hutt’s survey of what others have said on 
the subject of collective bargaining is deftly conducted, and gives 
us a picture that we are grateful to have. Hero the author 
is at his best : he does not merely record in a monotone, but 
weighs and emphasises so as to make us notice much that has 
been passed over too summarily before. The recitation is both 
interesting Jind stimulating. Adam Smith’s classic exposition of 
the " labourers* disadvantage ’* comes in for close criticism. 
Thornton, as one would expect, receives severe chastisement; 
and J. S. jMi’l is called to account for his tolerance of trade unions. 
Jevons is cited in the main approvingly; whereas Marshall’s 
tentative barter-analogy is swept aside as irrelevant to the 
problem of “ a free market.” 

The statement of the author’s own position greets us with a 
refreshing breath of Harriet Martineau and the early nineteenth 
century. Mr. Hutt has no hesitation in going straight to the 
gist of the matter : the efficacy of trade-union action and of 
legislative interference. So sharp and clear a statement of 
the issue is stimulating to meet : there is none of that circum- 
locution and evasiveness which seems to have wrapped up the 
theory of wages in recent years. “ Workers’ combinations,” 
says Mr. Hutt, “ arc impotent to secure a redistribution of the 
product of industry in favour of the relatively poor. Such a 
result cannot bo achieved by interference with the value 
mechanism.” Again : “ the rate of wages which is best for the 
workers as a whole is that which is determined in the free market. 
The main useful function of collective bargaining may perhaps be 
negotiating about things which, unlike prices or rates of wages, 
are not adequately determined by the market process.” The 
only “ exploitation ” that can take place is that of the consumer 
(through a diminution of the national dividend) chiefly in the 
form of joint monopolies ” of employers and employed to raise 
prices; and to the influence of such monopolies in having 
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“destroyed the sensitiveness of the price and particularly the 
wage system “ is attributed primary blame for “ the continued 
appearance of industrial depression in Great Britain.” Collective 
bargaining and measures of “ joint control,” in that they tend to 
facilitate such joint monopolies, represent a retrograde step 
rather than a desirable development. Laissez-faire could hardly 
be more uncompromisingly or vigorously championed. 

In supporting this thesis Mr. Hutt seems much less successful 
than in his statement of it ; and one feels tliat he has readied his 
satisfying conclusion by skipping too lightly over the main issues 
which cross his path. It is easy to postulate a number of several 
equilibria provided one assumes conditions enough; and Mr. 
Hutt, by selecting appropriate assumptions, is able to dogmatise 
about a number of things with an efficient air. At the same time, 
these assumptions are never made perfectly (dear : whether he is 
hiding them from himself or only from us, I do not know. But it 
appears that Mr. Hutt adopts the device of assuming the supply 
of capital to bo almost indefinitely elastic ; not merely of capital 
in a particular use, but capital in general -or rather, he seems 
to draw no clear distinction between these two senses and to 
execute a skilful jugglery between them. (For instance, what 
relevance has it to the problem of distribution in general to say 
that “ no factor of production can maintain the co-operation of 
another factor by offering or leaving it an amount of the product 
less than the value of its net product clsewb.crc ” ? Where is 
“ elsewhere ** when one is dealing with distribution in general?) 
One feels that too little use is explicitly made of the distinction 
between the short period and the long, and that the cauthor 
succumbs too readily to the temptation to rcsolvo all difficulties 
in the infinitely long period. This device enables him hardly to 
notice the problem of the variability (or lack of it) of the forms of 
capital and what Walras called the “ technical coefficients ” 
(for instance, his .statement that “ the size of the technical unit of 
supply is irrelevant.”) Moreover, one is k'd to suspect that the 
category of “ the consumer ” sometimes plays the role of a 
deus ex machina to resolve the difficulties of final analysis. But 
the interesting theoretical point which Mr. Hult, I think, siicces.s- 
fully establishes is that oa these assHm^^fions exploitatiim ” in 
the specific sense of Professor Pigou can only be a local and a 
transitory affair. 

On a number of subsidiary points, supporting his central 
theorem, Mr. Hutt appears to l>e either too subtle for us or else 
insufficiently subtle for the problem he handles. The question 
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of whether and how a changing marginal utility of income to the 
worker influences the wage-level may be a matter of controversy ; 
but to dispose of the difficulty in the following way is hardly con- 
vincing : “ It is quite true that the poorer a workman is, the higher 
will be the marginal utility to him of further increments of in- 
come. . . ; but whilst it is clear that that will affect the intensity 
or amount of his efforts to get further income, we have no reason at 
all to assume that it will (a) prevent in any way the formation of 
an effective market for his labour, (/>) cause an equilibrium in the 
market at a lower rate than would result from the same quantity 
of labour being offered by Avorkers to whom the marginal utilities 
of income were lower.” I am not certain what (a) means; but 
the second obiter dictum docs not follow if the changed marginal 
utility of income has altered the supply-schedule of labour. It 
is not at all clear Avhether Mr. Hutt is trying to assert that the 
marginal utility of income to the worker is entirely irrelevant to 
the problem — that it need not bo included in the equations at 
all — or merely that it is an independent factor in the situation 
and can be treated as a constant. It is not even clear that this 
distinction i.^ noticed. 

Mr. Hutt seems hardly willing even to admit that the rate 
is indeterminate under conditions of bilateral monopoly. The 
citation from Davenport which he summons in support of his 
view' clearly applies to unilateral, not to bilateral, monopoly; 
and the question in general seems unnecessarily clouded by a 
quibble over Jevons’ phrase that in such a case “ political economy 
is silenced.” Nor will Mr. Hutt concede anything on the alleged 
reaction of w^ages on efficiency, and alleges that “ in so far as low 
wages are due to inefficiency , the right thing to do is to tackle 
that inefficiency directly,” whatever ‘‘ diretJt ” may mean (if the 
inefficiency is due to under-nourishment, is not the influence of 
higher wages essentially “direct”?); adding the somewhat 
feeble plea : “ if there were anything in the idea, would not 
employers have discovered it ? ” On pp. 24--25 the author 
seems to score a debating point against Adam »Smith only by a 
verbal play on “ stock ” and “ stocks.” And what a strange 
casuistry lies behind the following refutation of Smith’s contention 
that “ tacit agreements ” among employers not to raise wages 
(in other words, buyers’ monopoly) docs not affect wages : “ This 
does not lower the price of labour : it simply results in the farmers’ 
demand being somewhat less than it might otherwise be, for the 
shortage of which he complains remains. If he prefers that 
‘ shortage ’ to raising wages, presumably the existing rate is the 
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economic one ” ! On the other hand, Mr. Hutt seems to concede 
more than he need on p. 87 in asserting that in the short run 
(when capital is immobilised) “ a labour combination might 
demand and obtain a rise of 50 per cent, in wages and yet the 
numbers employed hardly fall off at all.” This is hardly con- 
ceivable, seeing that the rise of wages would increase prime costs 
and so restrict the margin of profitable production. The short- 
period elasticity of demand for labour can only bo taken as less 
than unity on the assumption that the entrepreneur will lay out an 
increased volume of capital (in the shape of circulating capital) 
in face of a diminished aggregate return. Labour under such 
circumstances might swallow the whole product ; but the product 
would be a considerably shrunken one. 

Maurice Dobb 

Cambridge. 

The World's Popuh>tion Problems and a White Australia. By 
H. L. Wilkinson, (P. S. King & Sons. 18.9, net.) 

'This book seems to have its origin in a feeling that the world 
has a right to know the facts about Australia, a country which 
still enjoys plenty of elbow-room, and that Australians have a 
need and a duty to acquaint themselves with the conditions of 
more crowded peoples. The author devotes his early chapters 
to considering first the “ over-populated ” continents (Europe 
and Asia) and then the “ under-populated ” continents (the 
Americas, Africa, Australia). But what are the tests of over- 
population and under-population ? The author has no con- 
sistent tests. Sometimes (e.g. when considering Great Britain) 
he accepts unemployment as a test, ignoring the writings on this 
point of Sir William Beveridge, Professor Carr Saunders and 
others. If this test is valid, Australia herself would appear to be 
an over-populated country ! Sometimes he advances the idea of 
the optimum, without analysing it. ^’^cry frequently he accepts 
the criteria of American geographers like Professor East, and 
argues according to the rainfall map and soil productivity. In 
the last resort he seems to consider that over-population is relative 
not only to natural resources, but also to the existing economic 
organisation of a country and its conventional standard of living. 
This makes the problem extremely relative, but it is when the 
author treats it in this way that he achieves the most satisfactory 
results. It will be apparent that the book makes no theoretical 
contribution to population questions, and that whatever merits 
it has are descriptive. It contains a good deal of statistical 
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information, culled from Year Books and similar sources, and has 
many interesting maps. It will leave Australians with the feeling 
that they cannot be indifferent to the needs of two countries in 
particular — Vitaly and Japan. 

A chapter on the technical aspects of migration in the modem 
world makes it clear that the needs of these and similar countries 
cannot be solved by exporting people to food, but must be solved 
by importing food for people. Their problem, therefore, is one 
of production and markets. Mr. Wilkinson would like Australia 
(and other countries similarly situated) to modify their policies 
of economic nationalism, and co-operate with the “over- 
populated countries by accepting their goods. He does not hide 
his fear that, unless this is done, war will be in the end inevitable. 

The second part of the book considers, in the light of geography 
and history, Australia’s capacity to contribute to a solution. 
Mr. Wilkinson estimates that Australia should bo able to hold, 
at the existing standard of living, something over twenty million 
people. He deals correctly with the economic factors of popula- 
tion increase in Australia, and describes and defends what is 
unfortunately known as the White Australia policy. 

This book will serve a useful purpose in Australia. But 
it covers far too much ground to deal satisfactorily with any of 
the many topics it touches on. The serious student would gladly 
exchange it for a scholarly inquhy into the })opuIation questions 
of a single country such as Japan. But it is a welcome sign of 
the growing attention devoted to these questions. 

W. K. Hancock 

University of Adelaide, 

New Zealand in the Making : a Survey of Economic and Social 
Development. By J. B. Conduffe, D.Sc. (London: George 
Allen and Unwin. 15^. net.) 

“ It is, unfortunately, only too easy to approach economic 
history by way of politics.” There have been many books, and 
some quite good books, about Australasian “socialism,” but 
Professor CondlifEe has achieved something better. He is not 
content to regard New Zealand as a museum of social democracy, 
but makes all the stages of its growth intelligible by explaining 
their relation to a world-economy. He finds his first clue in an 
inquiry into price movements. It was the demand for primary 
products which followed the discovery of gold in Australasia in 
the ’fifties which first set New Zealand on her course as an 
exporting country. It was the flattery of rising prices which 
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tempted her into the boom of the ’seventies, and left her (when 
prices fell) in the depression of the ’eighties and early ’nineties. 
And it was the almost uninterrupted favourable movement of 
prices between 1895 and 1921 which conditioned the economic 
revolution ” whereby Now Zealand achieved that yeoman society 
which contrasts so emphatically with contemporary Australia 
and the New Zealand of an earlier generation. 

The second clue to New Zealand’s economic history must be 
sought in her economic geography. “ The whole history of New 
Zealand has been shaped by its isolation, its forests, and its 
mountains.” One should add (to drive homo the contrast with 
centralised Australia) its rainfall. Professor Condliife devotes 
the first pages of his book to sketching New Zealand’s economic 
environment, and some of his best chapters describe the processes 
by which the New Zealanders have mastered it. He insists, 
rightly, that it is not legislation, but the successful organisation 
of the primary industries, which accounts for New Zealand’s 
enviable prosperity. The first gi*eat successes were won in the 
production of wool, and were due to improvement in pastures, 
attention to breeding, and efficient teclmical and commercial 
organisation. “ All of the essential features of mass-production, 
usually credited only to the newer factories in America, are to be 
found in a wcll-organiscd shearing slicd, and most of them antici- 
pated and owe little to Henry Ford.” AVhen the success of 
refrigeration in the early ’eighties made possible a new sort of 
farming aiming at both wool and meat, the freezing works adopted 
similar methods of high organisation, piece-work, specialised 
labour and grading. And, in the twentieth century, the dairying 
industry impro\’ed upon past exi)criencc. Its basic unit is the 
family -farm, which sends its products to large mass-production 
factories. The link between the two is found in a well-organised 
system of rural co-operation. In this system the State plays a 
valuable i)art, by insisting on gi*ading and high standards of 
quality. Professor Condlifte suggests that the educative value of 
this system is perhaps its highest service to New Zealand. 

Having insisted that the governmental policies for which 
New Zealand is disproportionately renowned are of subordinate 
importance, Professor Coiidlillc is free to do justice to tliem. If 
one expresses surprise at seeing so nide an extension of State 
paternalism in a country where land ami comfort are so widely 
distributed, the answer is, that this " distributivism ” is less 
than half a century old. Barely fifty years ago, New Zealand’s 
democracy, like Australia’s, wa^s clamouring in vain for land. 
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Wool, which in 1880 was the predominant exportable product, 
favoured large-scale ownership. A bad policy of land tenures 
had aggravated the tendency to monopoly. The masses of New 
Zealand were (temporarily) shut out from the land as completely 
as were the masses of Australia. This is the chief reason why they 
pursued similar policies of tariff protection, union organisation, 
industrial arbitration, land taxation and State paternalism. 
It was the capacity of New Zealand to take advantage of rising 
prices by means of the small-farm, large-factory technique 
(especially in the North Island, which has long since made up 
the ground lost in earlier periods of settlement) which eased 
the situation, and slackened the pace of State action. New 
Zealand, unlike Australia, has made a '' get-away.” It had 
become clear before the war that the socialistic impulse had 
been lost, and the subsequent period has seen both legislative 
and administrative revision of the major experiments.” Mr. 
Condliffe, however, insists that these experiments served their 
turn in the economic deadlock which existed in 1890. Govern- 
mental action was not the main cause of the improvement in 
the country’s fortimes, but it helped the country to make the best 
use of its great opportunities. 

The book contains chapters dealing with the ecdhomic status 
of the Maoris (a most interesting topic), borrowing for develop- 
ment, the economic functions of government. State regulation 
of wages (which the author defends against its critics) and 
“ maternal legislation.” There is also a chapter on foreign 
affairs and a concluding chapter devoted chiefly to New Zealand’s 
educational system. The extreme gloom of this chapter comes 
as a surprise, and makes one wonder whether Mr. Condliffe would 
not have been better advised to keep within the limits of economic 
history. His matter is good, but the reader is unpre])ared for it, 
since the author has not prepared the bases for a social criticism. 
The defect of the book, indeed, is that it has not been altogether 
fused into a unity. Its chief merits are those of solid scholarship. 
The student will learn more from it than from any other book 
about New Zealand, and it is a real contribution to the economic 
history of the British Empire. 

W. K. Hancock 

University of Adelaide. 
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The Economic Policy of Soviet Russia. By Paul Haensel, 

LL.D. (P. S. King & Son. London : 1930. Pp. 190. 

75. 6d.) 

When still at the University of Graz, in January 1930, before 
leaving for the North-western University, where he is now Pro- 
fessor of Public Finance, Dr. Haensel presented the English public 
with this exceptional summary of Russian affairs. He has con- 
densed an immense quantity of data as it could be done only 
by one who for a quarter of a century has been familiar with 
Russian financial conditions and, what is still more valuable, for 
ten years with the present Communist experiment on the spot. 
Though here and there more recent figures are available, any 
other interpretation of the official material will remain inferior 
to the work of Prof. Haensel, for the obvious reason that none 
of the writers on the subject approaches him as regards know- 
ledge of the intricate background. Therefore everyone who 
attempts to understand what the Russian figures mean ought to 
clear his mind by going through Prof. HaenseFs survey. Even 
w’here the condemnation of the pi*esent regime is in the foreground, 
the admirers of “ efficient intolerance ” will admit the technical 
economic value of the objections. 

The general survey (Chapter 1) and the chapter on present 
conditions, about one third of the book, arc an unhesitating con- 
demnation of the methods of fanatic force, applied by the present 
rulers without any economic benefit to the country. Many a 
foreigner will blush when reading the succession of paragraphs 
beginning with “ a foreigner is told.” 

The chapter on “ Agriculture ” has been superseded, but, 
how far, is still to be seen. The remaining six chapters (“ In- 
dustry,” “ Economic Position of the Working Class,” “ Internal 
State Trade,” “ Monopoly of Foreign Trade,” “ Transportation,” 
“ Public Finance,” Currency ”) will remain less affected by the 
measures taken in the course of this year. 

Very much up to date is Professor Haensel’s view of the Five 
Year Plan. It is w'cll known how anxiously it is viewed by all 
who believe in or disbelieve Soviet orders. Haensel is encourag- 
ing for the believers. To put it in a nutshell, the Five Year 
Plan amounts to a seven or thirty years war against the Russian 
consumer. The progress of industrialisation as contemplated 
is probable, if no internal or international crisis supervenes. But 
the increase of output by fifty per cent, or more in the key in- 
dustries will still leave the Russian people under a regime of 
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appalling privation. Hence orders will continue to be directed 
towards the countries which keep on friendly terms with the 
Moscow super-capitalist. 

The compact and fascinating summary of facts and figures 
arrayed under the headings noted above leaves the reader with 
one impression, which seems unanswerable. As far as economic 
considerations go, the communist modus procedendi and com- 
munist economics are impeding, and have impeded the rhythm 
of economic progress, which has been both more rapid and less 
exacting for the majority of the population during the period 
prior to the Great War. 

Therefore nobody should be carried away in favour of com- 
munism on economic grounds. Its economics offer immediate 
economic advantages, to a point, to the Russian industrial workers, 
after all a minority, greater advantages to foreign foremen, 
advisors and experts, and even ‘‘ foreign professors (among them 
twenty professors from Germany) fit a time when native pro- 
fessors of long standing and experience are deprived in large 
numbers of their chairs ” ; none at all to the great masses of the 
peasantry. 

Every statement contrary to the above-mentioned is based 
either on miscalculation or deliberate trickery, as, for instance, 
the classification of taxes as “ direct ’’ when actually “ indirect,” 
like the important industrial tax, the calling of whole institutions 
and measures by misleading terms as “ co-operatives,” ” trade 
unions ” and ” loans,” the submission that the fixed official 
prices are the real prices and that the chervonets ruble is really 
equal to two shillings. With regard to the prowess of ” The 
Giant Farm ” displayed on a London film, Haensel refers the 
reader to the Soviet paper information as to the difficulties of 
utilising the 35,000 tons of hay collected on that farm ; no cattle 
to consume it on the spot and no transport to convey it where it 
might be useful. 

Haensers data do not reach beyond March 1930. The sub- 
stantial part of his argument will, as noticed already, preserve 
its value, but the purely economic approach will not prove more 
effective with regard to Communism than it has been on the part 
of others with regard to Fascism. 

Besides the very substantial economic interests which will 
continue to consider the demand on a large centralised market, 
there is still a potent intellectual interest which proves a real 
support for the present Moscow dictator. The reader who is 
anxious to study the peculiarities and implications of integrated 
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State economics will value the work performed by Professor 
Hacnsel with regard to the only large-scale experiment of the 
kind. 

A. Meyendorfp 

The Economics of Forestry. By W. E. Hiley. (Oxford : 

Clarendon Press. Pp. 256. 21s.) 

This work forms one of the Oxford Manuals of Forestry, 
and the author, Mr. W. E. Hiley, states in the Preface that it is 
founded on courses of lectures given at the School of Forestry 
and the Imperial Forestry Institute at Oxford. The subject- 
matter dealt with is, says the author, “ as yet in an elementary 
stage.’* Those acquainted with the various volumes of Schlich’s 
well-known and long-used Manual of Forestry will find some 
difficulty at first in placing Ililey’s Economics ; or, perhaps, in 
admitting to the full that the subject is in “ an elementary 
stage.” On the Schlich Manual analogy this book is a com- 
pound of parts of the volumes on Forest Valuation and Manage- 
ment (III) and Forest Policy (I). As the author says, the book 
is chiefly devoted to a discussion of timber resources and the 
economics of cultivation. There is nothing to cavil at in this 
and the work has been admirably achieved. But the summary 
rejection, in a text-book, of most of the accepted formulae appears 
scarcely justified by the following arguments : ” The study of 
Forest Economics necessarily entails a good deal of mathematical 
calculation. iSuch calculations involve two processes : firstly, 
the construction of formulie, and secondly, the determination of 
values of costs and income which can bo inserted in the formulse. 
The formula) can be chKluced from simple mathematical principles 
and, with a little ingenuity, their number can be multiplied to an 
almost unlimited extent; but the determination of the figures 
to put in these formuloo demands patience and systematic cost- 
ings, and it is in respect of such data that the subject is deficient. 
Those who have had to teach Forest Economics have propounded 
general principles, and beyond this have had little more than 
formula) to present to their pupils, so that the subject has come 
to bo regarded more as a mathematical exercise than a branch of 
forestry.” I doubt the author finding general agreement amongst 
experts with this statement ; but he wishes to break away from 
this tradition ; he says he has concentrated upon practical prob- 
lems of forestry and introduced formula) only as they are required 
for the solution of these problems. This treatment leads to 
omissions. For instance, he states, I have said nothing about 
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the seleotion sysitem of forest management because I have been 
unable to find any reliable data on which to estimate profitable- 
ness under this system ; and many of the classical f ormulse of 
‘ forest valuation ’ have been omitted.’* These are serious omis- 
sions. A very considerable proportion of the forests of the 
British Empire are managed, and will continue for a long period 
to be managed, under some form of selection system. On the 
subject of the formulae the author apparently had some qualms, 
for he writes (p. 5), “ but the omission of some formulae which 
may in the future prove to be useful is considered as a lesser evil 
than the inclusion of numerous formulae which are not used.” 
But if the student, the forester of the future, is not taught or 
told about these formulae which may in the future prove to 
be useful,” how is he likely to be able to judge of their subsequent 
value when he in his turn takes up the reins ? 

The fact that the existing methods of forest management 
have been evolved under a system of State ownership has allowed 
foresters, says the author, to adopt a less strictly financial view 
than the managers of other industries. They have been guided 
by social lather than economic requirements, and their policy 
has been determined not by a desire for gain, but by a fear that 
the welfare of peoples might be jeopardised by a failure in the 
supply of forest products, especially firewood (and, he might 
have added, grazing), and by a belief that land which is unsuit- 
able for other purposes should be made as productive as possible. 
The case for forestry has been based on the objective of general 
human welfare rather than financial gain, and emphasis has 
been placed on the indirect benefits which forest maintenance 
often confers. The direct money returns from forestry do not 
give a fair picture of the benefits that are derived from the 
industry, and, consequently, the financial side of forestry has 
been frequently neglected. The public, continues the author, do 
not like to hear about the small rate of interest that can be 
earned in forestry : forest economists are therefore unpopular, and 
have been denied any important share in the determination of 
forest policy, and the study of economics has been treated with 
respect only so long as it remained academic. 

There may be some truth in these contentions if they are 
applied to Great Britain and certain parts of Europe ; but their 
application to a great part of the British Empire is quite another 
matter. In innumerable cases, c.jr. in certain parts of India, 
even after seventy years of forest conservation, and in many 
parts of the Dominions, Protectorates and Colonies for many 
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years to come, social rather than the economic requirements as 
understood by the author will prevail. The welfare of the 
people will have to be ensured by the provision of those require- 
ments essential to their daily life — ^fuel, grazing and so forth — 
and the true financial return from the forest area, i.c. the forest 
economics of the area in their truest sense, will be the deciding 
forest policy. Timber forests and timber finance are very far from 
being the only raison (Vitre of a true forest policy for the British 
Empire. A reference to the Linlithgow Report of the Royal 
Commission on Agriculture in India, 1928, would have displayed 
this fact to the author. 

This text-book must therefore be regarded as more strictly 
applicable to the forests in certain parts of Europe (the author 
gives Finland a rather disproportionate place), and perhaps 
certain of the larger timber forests in the tropics, than of any 
general utility in the management of the greater bulk of the 
forests of the British Empire. 

As regards the profits in forestry (the ugly word “ profitable- 
ness ” is used throughout the book), instead of the usual method 
of estimating either the rent on the land to which the returns 
from forest cultivation arc equivalent, or the rate of compound 
interest which such returns represent on the capital invested, 
a new method is introduced. This estimates the actual cost 
of production per cubic foot of timber trees of various species 
and sizes when certain rates of interest arc charged on capital. 
The method is new, and, as the author admits, “ too new to have 
been employed very widely even in this volume.” 

The book is divided into tvro parts, the first dealing with 
Timber Suppl^^ Consumption and Price; the second with the 
Profitableness (or, better. Profits) of Forestry. 

The author marshals his facts, based on Board of Trade 
statistics for various parts of the world and on those from other 
authors, very w^ell and sums up the differences between various 
estimates of World Supplies — differences often duo to the care- 
less employment of the terras “ gross increment ” and net 
increment.” He points out that little reliability can be placed 
on the “ guess ” estimates of the volumes present in the tropical 
forests of the wrorld ; though he agrees that Fraser Story s estimate 
of the volume of timber in the N. Russian forest area is faulty — 
and this is the opinion of several eminent Russians as w’ell. 

But from the Empire point of view it must be repeated that 
this Part lays too great an insistence on Timber (including pulp, 
etc.) as the chief raison d'&re of a forest management or a forest 
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policy, and that thereby the true finance of the Empire forests is 
left out of all account and a distorted impression of the position 
thus given. 

In Part II, the Profits of Forestry, the author divides his 
subject into : The Bate of Interest, Cost of Forest Operations, 
Income from Forestry, Methods of Estimating Profitableness in 
Forestry, Financial Analysis of a Money Yield Table, Cost of 
Producing Timber, Comparative Profitableness of Various (Euro- 
pean) Species, the Influence of Profitableness of Quality of Site, 
Density of Planting and Thinning Grade, the Financial notation, 
and the Economics of Sustained Yield : with some Appendices, 
including Compound Interest Tables, Yield Tables from British, 
Continental and American sources. 

The omissions, deliberately made, from this part of the book 
have been already commented upon. The Part is perhaps unduly 
stressed by the fixed and rather rigid idea of tlio paramountcy of 
the financial factor in ^o^cst^3^ Want of space must preclude a 
detailed analysis of the various chapters in which the author 
displays care and ability. One point, however, should be made. 
In Chapter \TI, under Method of Costings, it is said, “ the method 
of costings is now employed throughout all modern business 
administration.” This is true, but in Forestry it should bo 
introduced with discretion. After the AV'ar, in several big forest 
undertakings in India the Department was told to introduce 
systems of costings on jDurcly business-like lines — just as if the 
Forest Department with all its greatly var3^ing work and duties, 
some by no means introduced to produce a direct monetary 
return as in the case of a big commercial business, could show 
accounts of this typo as a purely financial concern. Great 
modifications had to be introduced into those costing accounts. 
The author’s examples are chiefly confined to Europe, and 
mainly to areas under afforestation, e.g. Britain. A single 
division in India would have shown a different state of affairs 
and would have introduced serious complications into the Costing 
Accounts here given as illustrations. 

It is somewhat difficult to adjudge the position this book 
may take in forest education. The failure to recognise the 
enormous importance of the indirect values of the bulk of the 
forests of the British Empire and the omission of all treatment 
of the selection system seem to point to its limitations as a 
text-book. 

E. P. Stebbing 

University of Edinburgh, 
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The Bedamation of Exmoor Forest. By C. S. Orwin. (Oxford 
University Press. Pp. 172. 10s. 6d.) 

At the Meeting of the Council of Agriculture in October 1930 
the President-Elect of the Royal Agricultural Society commented 
upon the fact that many people nowadays, with no pretensions 
to actual practical knowledge, proffered advice on agricultural 
matters. He pointed out that it was dangerous to argue, as 
many do, that because a scheme or method had been a success 
or failure in some i>art of the globe it must equally prove a suc- 
cess or failure in Great Britain. British farmers have been told 
that they should study and copy methods in force on the Con- 
tinent of Europe, in Australia or America, North and South, and 
even as close as Ireland, quite irrespective of the fact that in 
every country, and often in certain definite parts of a country, 
a special form of cropping has been developed by trial and error 
best suited to the existing conditions. Those who have given 
thought and practical study to the matter arc aware that the 
same applies to forestry ; much money has been frittered away 
in different parts of the world by the introduction and planting 
of species which have proved failures, economically, in their new 
environment. The get-rich-quick theory is as impracticable 
in agriculture and forestry as in other walks of life. Both re- 
quire sheer hard work, practical local knowledge and great patience 
to achieve successful results. 

As an example of perseverance, trial and error, and ultimate 
achievement, it would be difficult to find a more fascinating 
record than the story of The Bedamation of Ertnoor Forest. In 
order to understand the magnitude and extent of the Exmoor 
reclamation it is necessary to realise the progress of agriculture 
in England. This is well epitomised by the author in the fol- 
lowing : — 

“ The making of the land of England has been, for the most 
part, a slow and often a jjainful process. . . . ‘ Land ’ was added 
to ‘ land,* and ‘ furlong * to ‘ furlong,’ to provide sustenance for 
the self-sufficing local communities which went to make up the 
nation before the dawn of industrialism and the advent of farming 
for profit. 

“ With the spread of the inclosure movement and the allot- 
ment of the common lands in the later eighteenth and early 
nineteenth centuries, coinciding as these changes did, very largely, 
with a prolonged spell of high prices for agricultural produce, 
consequent on the disturbed state of Europe and the demands 
of the growing urban population, the reclamation of the w’uste 
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lands of England came more and more to be dictated by the 
chances of profit, and to depend less and less merely upon the 
needs of an increasing rural community. No doubt the two 
processes went on simultaneously, the small, slow, and laborious 
inroads into the wild by the peasant cultivator seeking to in- 
crease the family food-supply, of which ocular demonstrations 
are provided in every liill-district of England, and the larger, 
more ambitious, better-directed schemes of the greater landlords 
for the exploitation of large areas formerly regarded as below 
the margin of profitable cultivation; but it was through the 
latter, rather than the former, that production from the soil was 
made to keep pace during, say, the century following the year 
1750, with the need created by the rapid development of a great, 
non-agricultural, consuming class. In very many districts large 
areas of heath and moorland were brought into cultivation, and 
in others the drainage of tracts of water-logged land put a great 
acreage of potentially fertile soil under the plough. The increase 
and spread of knowledge of new methods of cultivation, of new 
crops and of engineering, leading to drainage and to the succes- 
sive steps of paring and buniing, of claying and marling, root- 
growing and sheep-feeding, and to the four-course system of 
farming, perfected, in Norfolk, by the invention of the drill and 
the horse-hoe and the use of crushed bones and rape-cake, to 
which the economic conditions generally prevailing applied the 
stimulus of self-interest — all these things combined to bring 
about results, during this period, which have no parallel in agri- 
cultural history before or since.” 

Amongst the great reclamation Tvorks undertaken, the names 
of the Dukes of Bedford arc connected with the drainage of the 
Ouse Valley, and Coke of Norfolk with the great agricultural 
estate at Holkham made out of land where formerly there was 
only “ one blade of grass and two rabbits fighting for that.” In the 
words of the author : “It comes with something of a shock to 
realise how recent, historically, most of them {i.e, reclamation 
works) are. . . . Roads, fences, drains, ploughland, grassland, 
woodland, homesteads and cottages, all of which are accepted 
to-day . . . owe their being, in many cases, to the courage and 
enthusiasm, no less than to the business acumen, of landlords 
and farmers hardly a hundred years dead.” Of course there arc 
parts of England to which such a statement docs not apply, 
areas which have been in much the same condition (grasslands 
and woodlands) for over a couple of centuries and more, with 
farmsteads or small manor houses and cottages all of one age. 
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The end of the eighteenth century was a period of general 
agricultural improvement, the Board of Agriculture being in- 
stituted about 1791. The Reclamation of Exmoor is mainly 
the history and work of John and Frederick Knight, father and 
son, between 1816 and 1897. 

Previous to the Act of Inclosure, 1816-1819, Exmoor was a 
Royal “ Forest,” though there were few trees (thirty-seven in 
number only), the area being mostly utilised from a long period 
back for summer grazing, and having the usual claims to rights 
of fuel, local grazing and so forth over it. A local proprietor, 
Sir T. Acland, had a lease of the forest and owned the tithes, 
and a few other proprietors had special rights to parts. The 
Commissioners of Woods, Forests and Land Revenues had been 
appointed by Act of Parliament in 1810, and when Inclosure 
was determined upon they were appointed to make a survey of 
the forest, and presented their report in June 1814, just prior 
to the termination of the Acland lease. One of the clauses re- 
lating to the King’s Claim is of considerable interest, indicating 
that afforestation was in the forefront at this period. It reads : 
“ Such Allotment, or such portions thereof, as may be found to 
be adapted to the growth of heavy timber, to be afterwards ap- 
propriated for that puq)ose, or to be disposed of by Sale, and 
the money appropriated to the purchase of other land for the 
growth of such Timber, as may be then considered to be ad- 
idsable.” On the Inclosure being sanctioned, the division was 
made : the King twelve twenty-seconds, Acland one-eighth, 
leaving about one-third for the other parties. The total area 
of the forest was 20,122 acres. The final award was made in 
1819, and Exmoor ceased from that date to be a Royal forest. 
John Knight of Worcestershire purchased the King s portion of 
the forest, and subsequently acquired several of the other parts. 
Mr. Knight paid £50,000 for the 10,000 acres of the Crown’s 
property. Acland and Lord Fortescuc also made bids. It is of 
interest to note that the descendants of Acland and Lord Clinton, 
one of the other proprietors with claims, have been prominently 
associated with the present-day afforestation work in Great 
Britain. Except for one small farm at Simonsbath, built about 
1654, the 20,000 acres of Exmoor were at this time a complete 
waste, untouched by man. Except for the one farmhouse, there 
was no habitation on the area, which was only traversed by a 
few ancient tracks. There were no fences, the boundaries being 
marked by stones, barrows, trees, streams and so forth; more- 
over, it was extra-parochial, and except for the Swainmote Court 
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and the Innkeeper’s licence, hold by the tenant of the farm, there 
was a total absence of social institutions. 

Those who motor through Exmoor nowadays will see very 
different conditions, and it has been the object of the author to 
trace how these conditions have materialised. And fortunately, 
though not complete, sufficient data were extant to provide the 
author with a drama of vivid interest, whilst at the same time it 
portrays the landlord, farmer and agricultural worker at their 
best, in a fight with inclement and, to some extent, unknown 
conditions. 

John Knight also treated for the mineral rights, and these 
were granted by the Crown, although they were not actually 
conveyed till 1855 to his son. The family of Knight had been 
iron masters in Worcestershire and elsewhere for over two cen- 
turies, and F. Knight, at a later stage, spent a good deal of money 
in endeavouring to develop the iron oi*e dei)osits on Exmoor, 
but without success, as the deposits were not workable at a profit. 
At the time of Knight’s purchase the only value of Exmoor lay 
in the summer grazing, and from Lady Day onwards in every 
year flocks )f sheep to the number of many thousand head had 
converged on Exmoor from more than half a hundred jiarislies 
in North Devon, for pasturage on the summer grass. 

For those who wish to follow stage l)y stage tlu^ development 
of the work on Exmoor a perusal of the book is necessary. Here 
a brief summary will be attempted. The first i)criod relates to 
the years 1820-1841. Briefly during this period John Knight 
attempted to exploit the property at first hand. He did not 
contemplate the creation of tenant farmers holding their farms 
from him. As the land came under cultivation the necessary 
buildings for live and dead stock were erected, but no farms were 
carved out and let to tenants. As for reclamation, he believed 
that large portions of the forest lying on the southern slopes could 
be brought under the ])lough, and he persisted in the attempt 
to establish something like the four-course system of farming 
long after it had been shovm to be a failure. In other words, 
he endeavoured to farm at an elevation of 1200 ft. on the same 
lines as he had farmed in the Midlands at a little above sea-level. 
The steps by which he proceeded to convert land in a state of 
Nature into tillage were skilful and economically sound, but he 
failed to realise that he should have evolved a suitable crop rota- 
tion. As regards the grazing areas and those he was not ready 
to till, he sought to increase the value by the importation of live 
stock of other than the indigenous breeds, and particularly by 
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increasing the cattle stock. Important results matured at a 
later date from the varieties of sheep he imported, and he origi- 
nated the business of summering cattle from the lowland districts, 
which ultimately grew to very considerable proportions. But 
his mistake was to have made no effort to colonise the forest 
during the period. By 1842 ho had built two farms and about 
eight cottages, and had only two tenants, the innkeepers at 
Simonsbath and Red Deer. In 1820 the only residents on Exmoor 
were a ftamily of five at Simonsbath. The number had but little 
increased by 1842. 

In 1841 John Knight gave up the management of the forest 
to his eldest son, Frederick, and retired to live in Rome, where 
he died in 1860, though his interest in Exmoor never flagged. 

The next period, 1842-1850, was marked by a definite change 
in policy. F. Knight determined to erect farm buildings and 
secure tenant farmers at low rents, the lessees of necessity being 
strangers to the conditions — mostly coming from Wiltshire and 
Dorset at the start, being tempted by the low rents and the fact 
that there were no parochial rates to pay. It is of interest to 
note that even at that day the use of home-grown timber in the 
construction of the houses was forbidden by Knight. “ No 
English Fir for mo,” he wrote in one of his building sjiecifications. 

To assist him in his new projects, Knight secured the services 
as agent of Robert Smith, appointed in 1848. Smith took over 
a now farm, Emmett’s Grange, of (570 acres, which ho occupied 
as an ordinary tenant. Smith came from Lincolnshire, where 
ho had made a great reputation as a practical farmer, and was a 
Member of the Council of the Royal Agricultural Society. Ho 
contributed papers to the Journals of several Societies, based 
upon his own practical experience. Smith divided the land on 
his farm into three categories : (1) the hill-top and other rough 
land to be used as summering for young cattle, store sheep, colts, 
ponies, etc., to be subsequently improved by surface drainage; 

(2) the portion lying immediately below' the rough wet ground 
or situated on a southern aspect, to be utilised as arable land; 

(3) the low-lying flats and marshes in valleys and on portions 
of adjacent hillsides, to be laid out for pasture and water-meadows. 

The laying out of the farms had made the cost of fencing of 
the new inclosures a serious one, and the tenants w ere now' made 
responsible, the materials being given; the tenant had to cart 
materials and build the fence, being allowed six shillings per 
chain from his rent for all fences built. The fences w'ere earth 
banks faced with stone on each side to a height of 4 feet, and 
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finished with two grass sods, making the fence full 6 feet high. 
It was then planted with a double row of beech plants upon the 
crown, protected on either side at first by “ wreath,’’ and later 
by strands of wire. A nursery was for long maintained on the 
estate to grow the beech plants required for the fencing. By 
this time plantations were also being formed to provide shelter. 
In 1850 no less than £16 were paid for beech nuts. 

As regards the treatment of the land when broken up, the 
methods adopted varied. The ground was broken up by bullock- 
and horse-team ploughs, steam being utilised later. Lime was 
a great factor. A great many experiments were made in the 
treatment of peaty lands. Costs are given showing the expense 
incurred by the various treatments, for which reference must 
be made to the book. 

To Gerard Spooner, who had the Wintershead farm for six 
years, is due the credit of having introduced during this period 
a system of farming on the forest which, although it fell into 
abeyance after his departure, was revived twenty years later, 
and is now the most permanent and important feature, Spooner’s 
farm was occupied as a Scotch sheep farm, with flocks of Cheviots 
and black -faced sheep. “ It is well known that the Cheviots 
thrive best where the grass is green; the black-faced will do 
where there is little but heather. This tenant, who has Scotch 
shepherds and Scotch collies, is endeavouring to introduce the 
Scotch system of selling his lambs every year in the autumn. 
The total ignorance of the surrounding people of the existence 
of any sheep except their own native breeds is a great obstacle 
to this plan, but if it succeed it will bo a capital thing for the 
country.” Knight was much interested, as ho had still some 
6000 acres of open land unoccupied. The plan did not meet 
with success at the time, but, as has been said, proved a marked 
success when revived. And descendants of some of the old Scots 
shepherds still reside on Exmoor. 

Smith had soon recognised the impossibility of growing wheat 
and barley on Exmoor. He realised that the development of 
farming there depended on intensifying its long-established 
capacity to carry stock. Thus root-growing with rape and rota- 
tion grasses became the main objectives. Oats were only grown 
to be chopped as winter feed for horses and cattle (see pp. 74-77 
for Smith’s methods). Dairy-farming and cheese-making were 
tried, but ultimately given up. By 1850 the forest must have 
presented a pleasing sight. All down the valleys were the signs 
of activity: inclosures being fenced, buildings being erected, 
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plantations being made, and the plough teams breaking up the 
soil. There were many ups and downs, however, during 1851- 
1866 — ^farms being given up by tenants, and failures, with some 
cases of litigation. Knight developed a policy of keeping certain 
farms in his own hands, since this was necessary to the fattening 
out of the produce of his own flocks. The high-water mark of 
the progress in reclamation and farming had been reached by 
about 1880. F. Knight had lost his only son in 1879, and it is 
said that from that day he worked his steam ploughs no more. 
By this time the forest had settled down to a state of more or 
less stabilised agriculture. Exmoor had been made into a parish, 
a church built and a curate appointed. At the time of Knight’s 
death (he was an M.P. and had been made K.C.B.), some three 
hundred people were settled on Exmoor. He had sold the re- 
version of the estate to Lord Fortescue. The latter had more 
fertile and lower lands in the neighbourhood, where he could 
winter his own stock. So the last phase in the policy of Exmoor 
has been to let off all lands for which tenants could be found and 
to apply to Exmoor, except for the great sheep-ranching enter- 
prise which has originated from Spooner’s first example, the 
traditional principles of English estate management. 

Much more could be written on this wonderful piece of work. 
To the forester it w ill bo of interest to know that the plantations 
formed by Frederick Knight were bought and felled by Govern- 
ment during the Great War. 

Summing up the work of these pioneers, the author says, 
“ Without doubt the reclamation of the forest by them was one 
of the greatest achievements, of its kind, that the nineteenth 
century has to show.” 

E. P. Stebbing 

An Economic History of Great Britain ; The Early Railway Age, 
1820-1850. By J. H. Clapiiam, F.B.A. Second edition, 
255 . 

The first edition of this book w^as reviewed in the Economic 
Journal of June 1927. No important changes are made in the 
text of this new edition ; but in a brief Preface, Professor Clapham, 
replying to the criticism of Mr. Hammond, that ho had formed a 
“ happy impression ” of the period, still maintains that excessive 
concentration on the shadows of the historical landscape has led 
historians to ignore the patches of sunlight.” 



126 


THE ECONOMIC JOUBNAL 


[MABCH 


The Age of the Chartists : a Study of Discontent^ 1832-54. By 
J. L. Hammond and Babbaba Hammond. (Longmans, 
Green & Co. Pp. 386. 125. 6d. net.) 

To students of social history the publication of Mr. and Mrs. 
Hammond’s book is an event of first importance ; for the inter* 
pretation of industrialism given in their earlier works is here 
extended to the period between the Reform Act and the outbreak 
of the Crimean War. Tlie book differs in some respects from its 
predecessors. Much more detailed information is now available 
than when the pioneer “ Labourer ” volumes were being written; 
and the later period, with its wealth of official and unofficial 
inquiries, is more susceptible of statistical treatment. Generous 
concessions are made to those who hold that the Industrial 
Revolution increased, and did not decrease, the material welfare 
of the masses ; and if the controversy as to what really happened 
to wages and conditions of labour is not finally composed, its 
limits are now more closely defined. 

But to agree that the w'age-carners w'cre not in w'orse economic 
circumstance is not to admit an improvement in the quality of 
their life as a whole. Mr. and Mrs. Hammond make extensive 
use of the statistical evidence ; but, unlike the economic “ osteo- 
logist,” they are dealing, in the main, w ith imponderables. Their 
concern is with the problem of discontent, and discontent is 
subjective. They traverse a region where historical imagination 
and insight into the minds of the w'orkers are of more account 
than economic analysis or facility in the handling of numerals. 

The problem they set themselves is to explain the unrest of the 
second quarter of the nineteenth century. Discontent was, no 
doubt, common in e.arlicr generations, but it did not knock so 
loudly at the door of i)rivilcge ; it w^as not so organised or so 
sustained. Possibly the more acute manifestations of the later 
period are partly to be explained, as the authors admit, by the 
improvement in the standard of life, for it is rarely the very 
poor who rebel ; possibly it was that the rise of education and a 
provincial Press enabled the w'orkers to voice grievances that had 
not hitherto been made explicit. But convincing reasons are 
given for the belief that there were other elements in early nine- 
teenth-century society that made the wage-earners conscious, as 
never before, of their inferior status. 

An early chapter is given to social life under GraBCo-Roman 
civilisation, when, it is argued, the edge of the class struggle was 
blunted by traditions of civic beauty that were not confined to 
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the rulers, by an efflorescence of voluntary associations, and by 
a common enjoyment of things of the spirit. Against that 
morning sky the chimney-stacks of nineteenth-century industrial- 
ism stand out bleak and grim. A new population was being 
drawn from the country to the towns, and the squalor-emphasis 
is rightly laid on this— -was enormously intensified by the Irish 
infiux. The institutions of local government, both before and 
after their reform, are subjected to close scrutiny, and the medi- 
cine of the new Poor Law is carefully analysed. There follow 
graphic accounts of the physical appearance and insanitary 
conditions of the new towns ; of the loss of playgrounds ; of the 
consequences of the Beer Act of 18.‘10; of the facilities for educ- 
ation— a long chapter concerning controversies, the echoes of 
which still ring ; and of the inadequacy of the contribution of the 
churches to the task of civilising the industrial classes. 

Of Chartism itself relatively little is said, for the melancholy 
story of bad leadership has already been told often enough. But 
the movement is treated broadly as the protest of the English 
poor ** against the place they occupied in the raw industrial 
settlements spreading over the North and the Midlands.** The 
class-conflict of tlie *tifties was less acute than that of the *thirties, 
it is suggested, partly because of the decline of the hand-loom 
weavers, and partly because of a “ general civilising movement.** 
It was distracted, moreover, by a cross-current arising from the 
quarrel between the manufacturers, supported by the Non- 
conformists, and the landlords, supported by the Church, con- 
cerning the Corn Laws and the Ten Hours Bill. A purely econo- 
mic phenomenon which must liave tended to the same end was 
the improved trade that followed the upward movement of 
prices ; but of this nothing is said. 

The period under review was not one of what Gissing called the 
sunny patches of the world’s history. Puritanism still cast its 
long shadow over the workers, and individualism, on the whole 
a salutary force in business, exercised in other fields a blighting 
influence. The arts of government develop less rapidly than the 
applied sciences ; and, at this period, the forward rush of in- 
dustry was not matched by a corres])onding advance in the 
technique of control. Mr. and illrs. Hammond lay stress on the 
ease with which the successful industrialists escaped to the 
country and founded territorial families : their wealth was not 
available for the adornment of the towns from which it was 
drawn; and thus, for the workers, essential instincts were 
left unsatisfied.*’ 
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The book is at once scientific history and high art : it abounds, 
as might be expected, in swift phrases and pregnant refiections. 
'' A bad beacon, he was an admirable searchlight,” could hardly 
be bettered as a summing-up of Edwin Chadwick, administrator 
and investigator. But the temptation to quote must be resisted. 
Only one minor error of fact — a confusion (on p. 346) of the firm 
of Mather and Platt of Manchester with that of Hibbert and 
Platt of Oldham — ^has been detected in this scholarly and illu- 
minating volume. 

T. S. Ashton 

Tht University, Manchester. 

Women Workers and the Industrial Revolution, By Ivy Pinch- 
beck. (London : George Routledgc and Sons. 1930. Pp. 
342. 155.) 

Miss Pinchbeck’s book gives an extremely valuable and 
detailed insight into the position of women in agriculture, industry, 
mining and trade in the period from the middle of the eighteenth 
to the middle of the nineteenth century. Not least interesting 
arc some of the incidental examples which she has brought to light 
of the enterprise of business women in such unexpected professions 
as those of bone-setter, maker of anatomical stays and stage-coach 
proprietor. 

Most of the book is, however, concerned less with such intriguing 
curiosities than with the fortunes of the ordinary woman worker 
in town and country. During the upheavals of the Industrial 
Revolution, as later, it appears, women’s labour was chiefly im- 
portant as a kind of supplementary reserve in agriculture and 
industry, eking out family earnings where the man’s wage was 
insufficient, and finding employment where men could not or 
would not go. In agriculture, for example, we meet first the cot- 
tager’s wife, keeping pigs and geese and poultry on the commons ; 
then (after the loss of the commons) the woman day labourer 
working in gangs or under the bondage system ; and finally the 
rate-supported wife of the old Poor Law, destined once more to be 
flung back on the labour market after the 1834 Act. 

In her chapters on industry Miss Pinchbeck deals in detail with 
the textile trades, with mining and with the smallerdomestic trades 
such as glove-making,straw-plaitingand button-making, and shows 
how, when the basis of these industries was undermined by the 
coming of mechanical production, it was where men too 
conservative or too resentful of discipline to accustom themselves 
to the new conditions that women found employment in the 
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factories. Victorian prejudice, it is true, preferred that women 
should lose their means of living rather than leave their homes to 
go out to work ; but, fortunately for the women themselves, the 
defenders of nineteenth-century feminine virtue were not suffi- 
ciently interested in the working class to press far the attempt 
wholly to exclude women from factory employment. And 
there were others for whom the appearance of women in the fac- 
tories was hardly less fortunate. Women spinners, we learn, 
stimulated the industry of the child piecers employed to assist 
them by the promise of marbles and tops instead of by the 
customary beatings. 

The book makes it clear that the larger problems of women’s 
work and employment were never clearly conceived in the 
Industrial Revolution. How far did women’s earnings in the 
long run merely reduce, when they were intended to supplement, 
the wages of their husbands and fathers ? How could the single 
woman and widow live in competition with the married worker 
whose earnings formed part only of a family total ? To these 
questions theory gave no answer. One fact, however, stands out 
clearly from Miss Pinchbeck’s story. The dependent family is 
in the main a nineteenth-century creation. According to a 
contemporary report of the early nineteenth century, a wife who 
is no longer able to contribute anything to the general fund of the 
family sits down . . . in a kind of despondency . . . conscious 
of rendering no other service to her husband, except the mere care 
of his family,” 

Miss Pinchbeck’s book is difficult to summarise, for the author 
has written scarcely a sentence that docs not make some definite 
contribution to our knowledge of her subject ; but it combines in a 
way that is by no means common the qualities of a work of first- 
rate scholarship with those of a vivid human document. 

Barbara Wootton 


lUusiraiiona- and Proofs of the Principles of Population. By 
Francis Place. Introduction and critical and textual 
notes by Norman E. Himes. (London : George Allen 
* and Unwin. 1930. Pp. 354.) 

Tins volume, we are told in the Introduction, is the first 
re-issue of the only substantial work that Place ever wrote. It 
contains his contribution to the Malthus-Godwin controversy 
and his own constructive proposals for the solution of the problem 
of over-population. 
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A considerable portion of the book deals with the attack on 
the Principle of Population, in which Godwin cites the experience 
of Sweden, of the United States of America and of the British 
Isles. The population of Sweden, in spite of the most favourable 
conditions, does not increase ; if the population of America has 
increased, it has been by immigration, not by procreation ; the 
British clearly do not multiply, since the country maintained a 
population of ten million souls as long as five centuries ago. All 
these contentions Place refutes carefully, painstakingly and in 
great detail. He counters the “ favourable conditions ” of 
Sweden with lurid accounts, taken from responsible eye-witnesses, 
of the poverty and distress that prevailed in the country. The 
American claim he demolishes by an ingenious marshalling of 
shipping statistics, which prove conclusively that little over one- 
fifteenth of the number of immigrants claimed by Godwin could 
have landed in American ports. A historical review of the 
conditions of England from the Roman invasion to the “ present 
time ” disposes of the contention that the British Isles supported 
a population of 10,000,000 five hundred years before. As for 
Ireland, with her mud cabins, potato gardens and squalid, 
teeming population, she “ furnishes proofs in refutation of every 
one of Mr. Godwin’s positions, of Mr. Booth’s dissertation and of 
all the writers who have attempted to disprove the principle of 
population.” 

The principle of population is vindicated, but Place parts 
company very decisively, if reluctantly, with Malthus, who had 
laid himself open to the charge of prejudice in favour of the rich. 
Malthus’ “ Law of Nature, which is the Law of God,” the attitude 
which would deny the poor man a right to subsistence when his 
labour will not fairly purchase it, and the suggestion that parish 
aid should be refused to the children of paupers who marry in 
defiance of warning, rouse Place to serious indignation. Malthus 
does not know the people, their views, their trials, their hoj)es 
and fears. Place describes his own knowledge, born of cxi3erience, 
in a charmingly unassuming passage which alone would have 
made the chapter worth reading. The people have just cause for 
complaint : their exclusion from the franchise, the burdensome taxes 
on necessaries, the iniquitous laws of settlement, the Corn Laws, 
the press gang. The need for reform is urgent, but reform alone 
will not serve. Population will continue to press on the means 
of subsistence, until people have learnt that their own shiftless 
over-stocking of the labour market is the great obstacle to pros- 
perity. If one-hundredth or even one-thousandth part of the 
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pains taken to teach dogmas were devoted instead to the teaching 
of this truth, a great change for the better might be expected. 
This teaching to bo successful must be done without airs of 
superiority or dictation, without appearance of cant. Place will 
have none of Malthus’ prudential restraint by postponement of 
marriage. He considers it impossible of achievement and, werc 
it practicable, would deplore its effects. He urges early marriage 
in every class of life, combined with preventive measures to 
limit the size of families, and he is convinced that if his advice is 
taken, the country will attain an increase in wealth, strength and 
wisdom far beyond any which has hitherto been known. 

The volume contains, in addition to the text of the “ Illustra- 
tions and Proofs,” a number of letters addressed by Place to the 
Press and to private correspondents. The Editor adds that there 
are many others more interesting which he w^as tempted to insert 
but held over for his forthcoming history of the movement. In 
a short appendix on Malthus' attitude towards Birth Control, Mr. 
Himes points out that Malthus never took the trouble to answer 
Place, or to notice the sober and damaging criticism received at 
his hands. Here lies Malthus’ failure as a social philosopher. 
“ Fortunately where he failed. Place succeeded. Malthus’ 
limitations created Place’s opportunity.” The editorial Intro- 
duction contains an able review of the movement, and Mr. Himes 
deserves our thanks for bringing Place’s work out of its “unmerited 
obscurity ” into the light of day. 

H. Reynard 

The Life of Robert Owen, By G. 1). H. Cole. (London : ]Mac- 
millan & (.'o., Ltd. Pp. x + 350. 12^ ixL) 

Mr. Cole at his most readable, and a subject which repetition 
can hardly stale. The life of Robert Owen has been told so often 
and so well that anyone who looked to this volume for fresh 
information would assuredly be disappointed. But 3Ir. Cole’s 
angle of observation is peculiarly his own, and even as a biographer 
he remains a propagandist. With the view tliat Owen was the 
greatest figure in the early development of British Socialism, 
and that he i)reparcd the way for the great working-class move- 
ment of co-operation, no one will venture to quarrel, but wJien 
Mr. Cole asserts that Oavcu founded the modern Trade Union 
Movement, many readers will not go with him. 

The book contains two excellent chapters on Ideas in 
Education ” and the “ First Factory Act.” The critics, we are 

told, have done less than justice to Owen's views : he did not 
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believe that all men were alike or equal, nor claim that they can 
be moulded by training into a uniform pattern. But he held 
very strongly that every child can be trained to good citizenship 
and that societies collectively are the product of existing forms of 
training and social environment. 

Owen’s scheme of co-operative villages met with even less 
justice than his educational ideals at the hands of his contem- 
poraries and of posterity. The debt of the Garden Cities to the 
co-operative village has never been acknowledged. And as a 
method of dealing with unemployment and an alternative to poor 
relief, Owen’s plan was not only sound but much in advance of 
the age. His views on the post-war i^roblem of unemployment, 
on the displacement of men by machinery, on falling prices and 
wages and declining markets, are acute and far-sighted, and might 
almost apply to the situation of the present day. He attributed 
much of the prevailing distress to the fact that the workman’s 
wages were too low to allow of effective demand for the commodi- 
ties produced by him in such abundance. As a manufacturer 
and practical man Owen appreciated the importance of machinery 
and the inevitability of its extension : as a social philosopher he 
insisted that society could not leave the matter there. 

The villages of co-operation, proposed originally as a panacea 
for the relief of destitution, broadened out into a general plan of 
social organisation. Mr. (^ole describes the fatal moment in 1817 
when, “ for reasons which remain obscure,” Owen launched his 
denunciation of all religions, thus antagonising the forces of 
established religion and placing insuperable obstacles in the path 
of his cherished plans. From that moment Owen lost “ tliat 
firm grasp of the world of fact which had made him the greatest 
practical social innovator of his day.” He “ went a little mad ” 
and “ went on getting madder to the end of his days.” Until 
then he had been ” a great reforming man of business,” making 
money, Mr. Cole suggests, almost against his will ; now lie became 
apparently a prophet and a visionary. What seems to emerge, 
probably against Mr. Cole’s will, is that so long as Owen remained 
a man of business, with a solid background to his ideals, ho 
rendered invaluable service. When he left his moorings to 
become a Socialist he also became a visionary, and though he 
continued to wield enormous influence, though his name long 
remained one to conjure with, he ceased to achieve any practical 
results. This is, of course, hardly the conclusion that the writer 
would wish his readers to draw, but it emerges very clearly from 
his excellent summary. There is not a dull page in the book, 
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which is only occasionally marred by the cynicism which Mr. Cole 
keeps for certain classes of the population. If it is not the last 
book that will be written about Robert Owen, it is at any rate one 
that will hold the interest of the student of to-day. 

H. Reynard 

Max Weber : the Protestant Ethic and the Spirit of Capitalism, 
Translated by Talcott Parsons, with a Foreword by 
R. H. Tawney. (Allen and Unwin. lOs. 6d.) 

Weber’s essay appeared originally in 1904 ; and it is a real 
advantage to have it in English at last, and translated so well. 
On its appearance it had the good fortune of initiating a discussion 
of the greatest importance as to the origins of capitalism, and one 
which has been going on ever since. It was remarkable alike as a 
contribution to the sociology of religion, to the history of capital- 
ism and for the conception of history and the part played in 
historical causation by economic factors. 

His thesis is by now well known. Mr. Tawney, who has been 
mainly responsible in this country for introducing us to this 
discussion, writes in his Foreword : “ The question which Weber 
attempts to answer is . . . that of the psychological conditions 
which made possible the development of capitalist civilisation.” 
Weber’s answer was, roughly, that the ethical teaching of 
Protestantism, particularly of Calvinism, was the chief factor in 
enabling the spirit of capitalism to develop and gain full sway in 
modern society. That is to say, that Weber’s conception of his 
task was from the first to investigate the ideal factors at w'ork in 
the process ; he defines and redefines his purpose (more especially 
in the notes which he added later, and arc as valuable as the essay 
itself) as that of following out one line of inquiry in a complex 
web. Ho was concerned with the subtle affiliations of religious 
belief to economic activity, and not with the influence of the latter 
upon belief. Thus restricted his thesis becomes less exceptionable ; 
though its bias precludes it from being a complete account of the 
victory of capitalism, with both factors in the proper perspective. 
There arc evident and numerous omissions in his argument, 
many of which Mr. Tawney points out; for example, ‘‘that the 
political thought of the Renaissance wbs as powerful a solvent of 
conventional restraints as the teaching of Calvin,” or, again, 
that the change of opinion on economic ethics was by no means 
confined to Calvinism, “ but was part of a general intellectual 
movement, which was reflected in the outlook of Catholic as well 
as Protestant writers.” 
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That Calvinist teaching was one very effective element in the 
economic revolution which capitalism brought about, nobody 
would deny; but it is precisely whether that teaching was the 
cause of the changes or the effect of them that is still being 
argued. And Weber clearly fails to establish that it was the cause. 
As to the fact, the final word seems to have been said by Pircnne, 
“ Ce que MM. Weber ct Troeltsch prennent pour Tesprit Cal- 
viniste, c’est pr6cis6ment Tesprit des hommes nouveaux que la 
revolution cconomique du temps introduit dans la vie des affaires, 
et qui s’opposent aux traditionalistes auxquels ils se substituent ” 
(cf . p. 8). As to the theory, oven when Weber'narrows it down to 
its finest point (as in a note p. 197) it remains questionable : 

** The essential point is that an ethic based on religion places 
certain psychological sanctions (not of an economic character) on 
the maintenance of the attitude prescribed by it, sanctions which, 
so long as the religious belief remains alive, are highly effective. 
. . . Only in so far as these sanctions work, and above all in the 
direction in which they work, docs such an ethic gain an indepen- 
dent influence on the conduct of life and thus on the economic 
order.” This is whittling down the claims of the “ ideal factors ” 
in historical causation with a vengeance; yet still the question 
remains how far they can exert an influence on the whole process. 
Doubtless, within the field set by the economic conditions, they 
can ; but they cannot transcend it. And that means that they 
never are independent, but in this region subordinate. 

The fact is that Weber, like a good many other people, was 
frightened of historical materialism, and credited it with 
explanations that are altogether too simple. There is (p. 55) a 
naive instance of his misconception of it when he supposes that 
because the capitalist mentality existed in Now England in an 
uncapitalistic environment (“ the spirit of capitalism was i)roscnt 
before the capitalistic order ”), that this dispenses the causal 
connection implied by historical materialism. It does not need 
much explaining to see that this mentality had, of course, the 
capitalist environment of Old England behind it. 

But for all that one may criticise, the book is of extraordinary 
value ; and Weber is never better than when he is engaged in 
laying the spectres of other people’s mistaken ideas ; for example, 
his denunciation of the appeal to national character as generally 
” a mere confession of ignorance ” (p. 88), or his insistence that 
modem capitalism is not to be explained by any stronger dose of 
acquisitiveness now than at any other period (cf, p. Id). Though 
at the same time the subtlety of his investigation was liable to 
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lead him into the fantastic ; as when ho suggests that the Protes- 
tant ascetic denial of authority is responsible for that lack of 
respect in the American which is at once so irritating and so 
refreshing (p. 256). Ho was apt to forget that a motive he thought 
specifically Puritan is only human after all. 

The Foreword which Mr. Tawney contributes is a valuable aid 
to understanding the problems raised by this brilliant but some- 
what difficult book. Yet in it Mr. Tawney does not take us any 
further, as regards the main problem, than the position he had 
already arrived at in Religion and the Rise of Capitalism : a 
position which one may describe as an unstable equilibrium 
between the “ ideal *’ factors and the economic in history. And 
yet there is a way out indicated by Weber’s own clear distinction 
between the province of v«alue-judgments and the specifically 
historical province where causal connection is of primar}'* 
importance (pp. 98-9). 

A. L. llowSE 

All Souls College, 

Oxford. 

A?i Introduction to the Obedientiary and Manor Rolls of Norwich 
Cathedral Priory. By H. W. Saunders, M.A., D.Litt. 
(Norwich : Jarrold & Sons. 1930.) 

The work that has been in progress during several years in the 
Cathedral archives of Nor\vich, with the scholarly encouragement 
and under the general sux)ervision of the present Dean, has 
attracted considerable attention and interest. The Guild of 
“ Friends of the Cathedral Church of Nonvich” saw that any 
adequate description of the ancient building and its environment 
must be based on the contemporary muniments which record the 
activities of its cloistered inmates, coupled with the reports and 
accounts received from the officers in cli.arge of its scattered 
manors. Less intimately connected with the daily life in Church 
or monastery, though equally necessary for their maintenance, 
were the receipts of rents and contributions from the dependeni 
cells and urban properties, together with pensions, tithes, and 
other spiritualities. 

The income of the Priory as recorded in the receipts shown iu 
these I’evcnuc rolls is a key to the monastic establishment, and the 
various activities of its departments aro similarly indicated in the 
expenditure, accounted for in the same rolls or in specialised 
accounts. At the same time, the task of unravelling the tangled 
threads of monastic finance as presented in the broken series of 
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surviving muniments is one of extraordinary difficulty; though 
Dr. Saunders has made special efforts to lighten and direct it, 
not only by means of intimate descriptions, but also by a lavish 
provision of photographic facsimiles and statistical tables. In 
another direction, he has incidentally provided students of the 
Agrarian and domestic economy of the Priory with assistance in 
appreciating the significance of the technical terms which occur 
abundantly in the monastic documents, though a systematic 
elucidation of the terminology referred to may perhaps be already 
planned as a pendant to further volumes containing extracts from 
the rolls themselves. 

The surveys and accounts of the monastic estate offices were 
concerned with arable cultivations, meadow, pasture, woodland, 
moorland, salt marsh and fen, as well as with the erection or 
maintenance of buildings connected with the Cliurch itself and 
with its interests as a landlord. The products of these various 
holdings as rendered in rent and in kind, or as purchased in local 
markets and elsewhere, occupied the attention of the several 
monastic departments whose relationships and official activities 
are indicated here in an elaborate chart. This, of course, should be 
carefully compared (as Dr. Saunders reminds us) with the parallel 
systems in use at Durham, Winchester, Canterbury and elsewhere. 
Moreover, it might be added that the titles used in this table do not 
necessarily denote distinct classes of documents. For example, 
sheep or stock accounts do not imply the existence of a separate 
department dealing with live-stock, as at Durham, while both 
stock and grain accounts may refer to schedules appended to the 
bailiffs’ accounts as well as to the departmental accounts of the 
obedientiaries. 

The tables referred to and some others set forth the income 
and expenditure of the Priory ; and under the former head the 
manors and churches contributing to its revenue arc tabulated 
with their respective statements of accounts, inventories and sub- 
accounts ; and here, too, arc included other estate muniments, such 
as court rolls, extents and cartularies, presumably because they 
state the proper rates by which rents and sales and feudal incidents 
are estimated in the account rolls. 

It would seem that Norwich is oven richer than Durham in 
manorial or departmental inventories, though Dr. Saunders has 
found a dearth of extents, usually plentiful ; but it could not, of 
course, be expected that the intensive and helpful method of 
research found in this work will enable us to compare the conditions 
which obtained in various English establishments of the Bene- 
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dictine order alone, though some hints on this subject may be 
expected from the textual examination of the Norwich rolls 
prepared by Dr. Saunders and in another aspect from the 
researches of Mr. W. A. Pantin on the visitations of the general 
chapters of the Black Monks. 

It might seem, indeed, that a full list of the sources of any lay 
or clerical corporation can scarcely be compiled without an 
estimate of the potential sources. Thus we might wonder if the 
archives of the Norwich cells have been or will be accounted for 
here because though Dr. Saunders seems to regard them as 
negligible, they are of some importance in the case of Durham. 
Again, even cathedral churches which have retained the bulk of 
their title-deeds have parted with some valuable compilations 
which have found their way into academic or private libraries 
where they still remain. Dr. Saunders has, in fact, referred to a 
Norwich extent in the British Museum and to manor rolls in the 
Bodleian, and those who have some across these and other 
scattered vestiges will hope to find them classified in a further 
volume. 

A glance at the helpful Table of Contents prefixed to this 
introductory volume will show not only the exceptional value of 
the materials for an intensive study of monastic finance which exist 
in the Norwich muniment room, but also the extensive use that 
has been made of them by the author. These materials are care- 
fully described and classified by Dr. Saunders in the first two 
chapters of this volume. A third chapter is occupied with a 
technical and necessarily contentious discussion of the position 
of this church in connexion with the official scheme of ecclesiastical 
taxation, a subject on which such authorities as Dr. Rose Graham, 
Professor Lunt and the Rev. W. Hudson hold opposite views. 
Dr. Saunders gives his own views as to the “ real income ’’ of the 
Church as he finds it stated in the rolls. This aspect of the subject 
is dealt with in a further chapter (V) enumerating and explaining 
the contributions of the dependent churches or appropriations 
to the revenues of the mother house and diocesan church. 

The two most imj)ortant chapters, however (IV and VI), arc 
those concerned with descriptions of the Manors of the Priory 
and of their relations with the several obedientiary departments. 
Hero now theories of outstanding interest are advanced by Dr. 
Saunders with regard to the “ Profieuum of the manors and their 
so-called wainage,*’ and, in connection with the obedientiary 
system, to the autocratic administration of a “ Master Cellarer ” 
who seems to have been a “ super-obiedientiary ” taking the place 
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at Norwich, of a trcasmur or bursars, and also dwarfing the 
impoitance (if not superseding the functions) of the ** Camera 
Prioris ” with the exchequer and visitations and audits which 
form such an essential feature of the monastic establishment 
elsewhere. Naturally these are theories which will need to be 
realised before they can be properly understood or fully accepted, 
but it is at least possible and proper to congratulate Dr. Saunders 
on the important evidence which he has brought before us with 
so much zeal and industry. 

Other intriguing discussions will be found in Chapter VII on 
“ Book-Keeping ” and in Chapter VIII on “ Sundry Problems,” 
among which those relating to the Monastic Population, the 
Monastic Debt, the Inter-relation of the Departments (in the 
obedientiary system) and the Black Death are jierhaps most 
noticeable. 

For the rest, the reader will not fail to notice some valuable 
contributions to our knowledge of such essential economic institu- 
tions as the Assize of Bread and Ale, Renders of manorial produce 
in kind, and the Audit of Accounts, with other matters of interest 
relating to grain, live-stock, wool, wax, clothing, diet, travel, the 
relief of the poor, and much information respecting prices, 
weights and measures. Hubert Hall 

The Story of Money. By Norman Anokll. (London: (/assoll 
& Co., Ltd. 1930. Pp. xvi + 422. 21. s. net.) 

The author (whose knighthood, conferred in the last New 
Year’s Honours, has given pleasure to many) defines his book as 
“ not a treatise on Monetary Theory, nor is it a history of the 
technical developments of Monetary practice or of Banking. It 
is a story written for the layman, of man’s experiences with the 
device of money.” He would probably also disclaim any sug- 
gestion that it was a history in the severe sense of the term. But 
even regarded as a story it is unbalanced. The reader is more 
than a third of the way through the book before ho is clear of the 
Greek and Roman period, and nearly as many pages are occupied 
in discussing usury, mercantilism, money kings in the past, and 
paper money experiments before we reach the beginning of the 
nineteenth century. The word “ assignat ” does not appear in 
the index, and there docs not appear to be any account of French 
experiments with paper money at the time of the Revolution. 
The story of the development of the British bank-note and cheque 
is obscure, nor does there seem to be any summary of the monetary 
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debate that followed the conclusion of the Napoleonic wars. 
Developments in the United Kingdom during the nineteenth 
century appear to be neglected. Worst of all, while the pub- 
lishers claim that “ the road to understanding of the great problem 
is clearly illuminated for the benefit of ‘ Everyman,’ ’* and Mr. 
H. V. Hodson has provided a summary of the views of experts 
(some of whom will wonder at the company in which they find 
themselves) as to the monetary problems of to-day, no indication 
is given to j)oor, bewildered “ Everyman ” regarding the merits of 
these gentlemen as guides. 

The book is rather a collection of materials than a history or 
even a “ story.” Sir Norman has read widely and quoted freely, 
and one can hardly open a page without coming across some 
interesting facts or some useful quotation. The story of 
Canadian card money is only one among many queer devices 
which are recorded, and many of the illustrations are of merit. 
To dip into the book will combine both instruction and entertain- 
ment, for, to tell the truth, as the Scotsman said about singed 
sheep’s head, it is “ fine confused feeding.” 

Henry W. Macrosty 

licoimnic History of the Amerimn Peojyle. By Ernest Ludlow 

Bogart. (New York : Longmans, Green & Co., 1930. 

Tp. 797.) 

Professor Bogart’s Economic History of the Amerkaji 
Pcojile is a new book, not a revision of his well-known Economic 
History of the United States. The author has undertaken a re- 
examination of many source materials and has given space to 
the newer viewpoints as brought to light by recent investigations 
into various phases of American history. This fact justifies 
another book on the economic development of the United States. 

Bogart divides his treatise into three parts : Colcynial De- 
velopment, 1492-1783 (220 pages); the Westward Movement, 
1783-1860 (254 pages) and Indmtrialisation, 1860-1930 (310 
pages). It w'ould be difficult to single out any one section or 
chapter for special praise or criticisni. Whether or not sufficient 
stress has been laid on the Eurojiean background of American 
economic history is debatable. The reviewer inclines to the 
opinion that the treatment of this subject is somew’hat inadequate, 
especially in the introductory chapters. While Professor Bogart’s 
volume is intended as a text for college use, it does not have the 
ear-marks of a history written for those w'ho lack intellectual 
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curiosity or for those who possess an over-developed propensity 
for the more practical aspects of economics. The author’s inter- 
pretations and emendations of controversial matters are scholarly 
and lucidly stated. 

Without a doubt this volume is the most significant contri- 
bution to • the general history of the economic development 
of the United States to appear in recent years. It makes the 
mediocrity of the majority of treatises on the same subject all the 
more apparent. 

Felix Flugel 

University of California, 

Moral Sense. By James Bonar, LL.D. (London: George 
Allen and Unwin. 1930. Pp. 304. 125. 6d.) 

This last addition to the “ Library of Philosophy ” deals with 
the rise, progress and decline of the doctrine which derived our 
moral perceptions from a special moral sense comparable by 
analogy to the physical senses. Even if this theory had not 
eventually fallen to pieces by itself, it was in Dr. Bonar’s opinion 
doomed to share the downfall of the “ multitudinous faculties ” 
of the old psychology. Nothing, however, could show better 
than the critical analysis before us how hard the theory actually 
died. 

“ In our own time,” the book begins, “ moral sense means the 
rt'cognition of the ordinary principles of morality ” ; in the early 
eighteenth century it meant something quite different. Dr. 
Bonar writes sjTnpathetically of Shaftesbury, the originator of 
the creed, following \vith the criticisms made by Manderviilc, 
Berkeley and Butler. The last-mentioned, however, is a supporter 
rather than a critic, and his inclusion on chi*onological grounds in 
the chapter on critics is slightly confusing. Four chaptem are 
devoted to Hutcheson, who built up the most elaborate doctrine 
of a Moral Sense, and in the dictum that self-love is as necessary 
to the good of the whole as benevolence, and that the right to the 
fruits of our labour is a perfect right, incidentally furnished the 
economic basis on which his disciple, Adam Smith, was later to 
build. Two chaptei*s deal with the moral philosophy of Hume, 
whose attempts to introduce the experimental method of reasoning 
into moral questions dealt a heavy, but by no means a mortal 
blow, to the theory of the Moral Sense. 

The economist naturally turns with sjiecial interest to the 
chapters on Adam Smith, only to appreciate Dr. Bonar’s caustic 
observation that it has needed all the fame of the Wealth of 
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Nations to keep alive the memory of the Moral Sentiments. 
Adam Smith rejected the Moral Sense, but put forward no substi- 
tute, although in one place Dr. Bonar seems to find in Smith’s 
theory a dim and distant groping after the ideas of Kant. 

The last chapter, entitled “ Kant on the Moral Sense,” gives 
a brief exposition of the Categorical Imperative, and then proceeds 
to the writer’s own views and conclusions. Morality without a 
metaphysical basis is bound to degenerate into a system of mere 
respectability. Locke, Hume and Adam Smith all fail to find the 
spirit behind the senses. Kant’s Moral Law, on the other hand, 
if it is to mean anything, must apply to man in Society and the 
State. “ The course of history seems to point, not to an instinct, 
but to a power of decision, acquired through the moral training 
given by soeial institutions, family, society and state, with 
tradition as the general name for the transmitted influence.” 
This is illustrated by a comparison between the moral standards 
of to-day and those of a century ago. Dr. Bonar has succeeded 
in lending freshness to a controversy so old as to be almost out- 
worn, and the reader is only sorry that he did not give his work 
an additional finish by means of a closer correlation between his 
conclusions and the oj)ening sentences on the modern meaning of 
the moral sense. 


H. Reynard 



NOTES AND MEMORANDA 


A Notk Concerning Mr. J. R. Hicks on “ The 
Indeterminateness op Wages ” 

I AM not sure that I understand the precise points which Mr. 
Hicks is disputing and is contending when he makes certain 
criticisms of Marshall, and subsequently also of myself, in the 
Economic Journal for June 1930. But his contention that 
Marshall’s barter analogy is irrelevant to the problem of a com- 
petitive labour market appears to be based on two arguments. 
First, that the barter analogy only applies to bargains between 
parties which start with fixed stocks, W’hcn one is dealing with 
successive wage-bargains from week to week, this condition does 
not hold, since the worker’s “ stock ” of labour is renewed each 
week (is a recurrent “ flow,” not a “ stock ”), while the stock of 
income he carries over from week to week is too small to bo 
relevant. Secondly, that even if the first week’s bargain has 
resulted in a rate disadvantageous, say, to labour (and con- 
sequently in a raised marginal utility of income to that party), 
the “employers’ mutual competition ” in subsequent weeks will 
suffice to restore wage-rates to the “ normal value ” of labour. 

The first objection, I think, is largely a verbal one. “ Stocks ” 
in the barter analogy, I believe, is a typical rather than a limiting 
concept, used to illuminate the whole genus of problems in 
which the outcome of a particular bargain may react on the 
marginal utility of the commodities exchanged, and hence 
render subsequent bargains partially arbitrary in their result. 
It seems fairly clear that Marshall used it in this sense (cf. 
Principles, V, ii. 3 and footnote). (I cannot conceive that Mr. 
Hicks maintains that the marginal utility of income to the tw^o 
parties has no relevance to the problem — that no assumption need 
be made about it at all. Presumably he does not maintain this, 
since onp. 226 he himself admits a case where a changed valuation 
of income will be relevant.) For instance, in Pareto’s device of 
constructing demand- or offer-curves from tangents drawn to a 
series of indifference-curves the system of tangents, and hence the 
offer-curves, will be different according to the point in the plane 
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from which one starts. This point is easily defined in terms of 
the initial possession of so many units of the two relevant com- 
modities, a and 6. But the significance of this position in the 
plane is a certain numerical relationship between a and 6, and the 
point could just as reasonably be defined in terms of its simple 
numerical co-ordinates. 

The barter analogy of Marshall can, therefore, have no relevance 
to the problem of a labour market only if the income received in 
the first week has no effect on the marginal utility of income to the 
workers in the second w'eek : then, and only then, can the co- 
ordinates of this point be treated as a constant and the offer- 
curves of the second week be treated as independent of the out- 
come of the bargain in the first week. Can Mr. Hicks really 
maintain that this independence holds true ? If so, what innate 
property or super-circumstantial factor fixes the marginal utility 
of income in so constant a fashion? Presumably Mr. Hicks 
pictures the worker who presents himself for re-engagement or 
for now employment as completely tabula ram. If so, the 
worker’s valuation of income is indisputably constant : if the 
tabula rasa implies nakedness, an empty larder and an empty 
stomach, then the marginal utility of income (in terms of effort) 
will remain always at the point which Mr. Harrod has recently 
characterised (Economic Journal, December 1930, p. 706) as 
the point where a man is willing to work up to 100 per cent, of 
his capacity in return for a subsistence income. If this is Mr. 
Hicks’ ‘‘ determinate equilibrium,” then the now unfashionable 
“ Iron Law ” has found a new and courageous champion ; the 
gloomiest disciple of the “ Iron Law ” could hardly have said 
anything more definite. Strange though it may seem, this is 
apparently all that Mr. Hicks’ argument amounts to. On 
p. 228 (unless I miss a concealed profounder meaning) he proceeds 
to argue that ” reserves ” can have nothing to do with the deter- 
mination of w'agcs, since wages will tend to fall until the workers’ 
reserves have entirely disappeared. Krgo, in this limiting case 
” reserves ” can have nothing to do with the matter. When the 
reserve is gone, consumption must contract, and the market 
settle down to a final equilibrium.” I will not dispute with him 
that a cumulative fall of wages must have some limit : he is 
welcome to that debating point if he likes. But to state that 
wages, once started on the downward path, will tend towards this 
limit and then stay there is, surely, to state my case more 
definitely than I myself have expressed it ? Since when, at any 
rate, has it been a refutation of the statement that the size of x 
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affects a certain problem to assert that x is usually equal to 
zero? 

To put the matter precisely : the marginal utility of income, 
being a subjective valuation, can hardly be regarded in a given 
week as unaffected by the circumstances of the preceding week, if 
only through such an indefinable medium as mood.” But one 
can translate the matter, if need be, into terms of ” stocks.” 
Why should the ” stocks ” with which the worker starts his 
second bargain be confined to goods in the larder or shillings in 
the savings bank? Why should they not include, too, his 
furniture and trinkets, which are pawned when times are bad ? 
Why should not they be thought of as including his clothes, which 
grow threadbare after a period of ” sweated ” employment or of 
unemployment ? And why stop short of his human reserves of 
flesh and muscle — ^yes, and of the remains of his last meal in his 
stomach ? The latter makes all the difference when one looks for 
a job. If the wage-bargain of previous weeks docs not affect the 
size of these “ stocks ” with which the worker enters on h bargain 
in subsequent weeks, then what does ? True, this factor can bo 
conceived as affecting also his “ stock ” (or “ flow ” — what does 
the word matter?) of labour in subsequent weeks — affects the 
character of ‘‘ 100 per cent, capacity ” for k' n. But this effect 
of the wage-level on the efficiency of the worker is simply another 
facet of the same problem, and can !>e expressed in the same 
terms. 

Mr. Hicks’ second argument, if 1 understand it aright, seems 
to flourish on a simple confusion. He seems to assert that even 
if the balance of bargaining power has depressed wages, this effete t 
can only be temporary in “a continuous market.” Hero lie 
uses Edgeworth’s conception of re-contracting : each employer 
will bid against his fellows in trying to take on more men. 
” Wages will thereby be bid up to the normal value of the 
labourers’ marginal net product, and the first disadvantageous 
contract will have no effect in depressing them.” But for each 
employer the engagement of additional labour will be conditioned 
by a curve of marginal productivity of labour (differing somewhat, 
of course, in the long period from the short period), and this will 
presumably be a descending curve. If wages are below the old 
equilibrium point, employers will tend*^o extend their employ- 
ment of labour along this curve. If, however, the low'cr wage in 
the interim has produced a change in the supply conditions of 
labour (through reactions on the marginal utility of income to the 
worker), then the new point of equilibrium — the point of inter- 
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section of the two curves — ^will be in a different position and at a 
different level from the preceding one. Hence, if “ normal 
value ” means “ previous value ” (and if it docs not, it can mean 
little in this context), the competition of employers will not 
suffice to restore wages to this level. Would Mr. Hicks extend his 
argument to an ordinary commodity of which the supply -price 
has been cheapened : “ the buyers’ mutual competition, by some 
buyers endeavouring to buy more units of the commodity, will 
bid up the price to its previous value, namely, its marginal 
utility ” ? The point is so elementary that I hesitate to think 
that Mr. Hicks has adequately expressed his meaning. Perhaps 
“ normal value ” has for him some sublimer property that I am 
too vulgar to sec. 

Maurice Dobb 


A Reply 

I am afraid 1 cannot accept Mr. Dobh’s criticisms; but 
perhaps I may be allowed to elucidate my position on one or two 
points where I do not seem to have been clear. 

(1) I was certainly not maintaining that “the marginal 
utility of income to the two parties has no relevance to the 
problem.” My argument depended on the much less contentious 
point that if a man’s income and expenditure balance, his reserve 
will be the same at the beginning of one week as it was at the 
begiiming of the week before, and in consequence his supply-curve 
of labour (so far as it depends on his reserve) will be the same. 
I'hc question of reserves need only concern us in discussing 
individual supply-curves of labour in successive weeks (or contract 
periods) if reserves change. 

If, as the result of lower w ages in the first week, which have not 
been matched by reduced consumption, reserves are depleted, then 
I am quite prepared to admit that the supply-curve of labour in 
the second week will be shifted. Ilie labourer will probably be 
prepared to work more, and wages j)er unit of labour will be again 
reduced. 

There is an obvious end to this process, where i*eserves «are 
exhausted; but I did not mean to suggest (though perhaps T 
expressed myself adly here) that the normal process is for a 
cumulative decline in wage-rates until this end is reached. The 
process only goes on because the labourer is living beyond his 
income ; he may be driven to do so for a short while be(*aiise of 
the difficulty of adjusting his expenditure to the new scale, but 
No. 161. — VOL XLI. JL. 



146 


TliK KCONOMIC JOURNAL 


[march 1931 


in the great majority of cases ho will not go on doing so until he is 
stripped bare of all kinds of reserves. As soon as possible he will 
reduce his expenditure, and when this happens the cumulative 
process stops. The supply-curve remains the same in the (say) 
fourth week as it was in the third, and a stable equilibrium is 
reached. 

I constructed this argument because it was the nearest 
approach to a cumulative decline which I could find to be justified 
on Mr. Dobb’s arguments ; but T should not like it to be supposed 
that this is what I think really happens in normal cases of wage- 
reduction. For we arc assuming an extreme degree of plasticity 
in wage-rates to match rigidity in expenditure; it is scarcely 
possible that wages arc often adjusted to demand and supply so 
quickly as this argument assumes. 

(2) Where we make the same assumptions as befoi’o, but 
examine the case of a man exploited by an employer who “ out- 
bargains ” him, then it is also possible that liLs supply-curve may 
be shifted. So long as this supply-curve remains in its new 
position, it may be agreed that the “ point of equilibrium is 
changed. But when competition gets to work, when the workman 
tran-^fers his services to an tunployer who is offering better wages — 
and ex hypothefsi this will happen sooner or later — why should the 
supply-curve remain in its second position i At first, perhaps, 
while reserves are being l)uilt up, it will remain in a ]>osition other 
than normal, but as soon as reserves have been reston'd to the 
level shown at the beginning of the story, the “ normal ” equili- 
brium will be restored. T see no reason why this should not be so, 
as long as we look only at the supply-curvi*. 

Of course, while vre arc about it, that is an unfair specialisation 
of our attention. It is quite possible that equilibrium may be 
permanently shifted by a shifting of the demand-curve as a result 
of the first exploitation. If .some of tlui employer’s monopoly 
gains are saved (or should one now say “ invested ” ?) the final 
equilibrium wage may actually be raised. ^ I do not attach much 
importance to this, though it seems at least as valid as many of 
the points w'hich have been made in this di.scussion. And it is 
certainly not an arguimmt on the basis of which one can ap])rove 
of exploitation or defend laUaer faire., Competition does tend to 
abolish the exploitation of labour, but it is very slow about it. 
It is quite slow enough for some interference to be desirable, but 
what kind of interference is altogether another question. 

J. U. Hicks 

‘ Of. KoyneH, Treatise on Motiey, Vol. II. p. 102. 



Official Papers 


League of Nations : Economic Aspects of Several International 
Industrial Agreements. (Allen and Unwin. 2s. (kZ.) 

The Secretariat of the League of Nations has published a 
Review of the Economic Asj)ects of several International Industrial 
Agreements prepared for the Economic Committee by MM. 
Antonio St. Benni (Italy), Clemens Lammers (Germany), Louis 
Marlio (France) and Aloys Meyer (Luxemburg). 

This publication, in the preparation of which Sir Harry 
McGowan (Great Britain) also took part, is to some extent the 
outcome of the work undertaken on the recommendation of 
the Economie Conference of 1927, with regard to international 
industrial agreements. 

The Economic Consultative Committee and the Economic 
Committee considered that the inquiry recommended by the 
Conference should bear upon the status and juridical forms of 
industrial agreements as well as the law^s by which they are 
governed, and also the subject-matter and nature of such agree- 
ments and their international economic role. 

The Review which has just been published concerns the second 
part of the inquiry. The authors explain in a preface that the 
general term “ international concentration ” includes any move- 
ment towards the co- 0 ]>eration, in the sphere of j)rivate enterprise, 
of the industrial and commercial undertakings of different countries 
for the purpose of improving the organisation of production and 
marketing. They tlien draw attention to the diversity of forms 
taken by this co-operative movement, analysing the main lines 
of development during the past few years and giving their opinion 
on possible difficulties in controlling international cartels and in 
unifying national laws in this connection. 'Flie authors of the 
Review, who arc themselves leading members of important 
industrial organisations or in close touch with the industry of 
their countries, propose to describe the economic, aspects of the 
problem in more detail in a special memorandum dealing with the 
views put forward in an earlier publication giving the opinion of 
legal experts. 

The Review is composed of a series of monographs analysing 



148 


THE ECONOMIC JOURNAL 


[march 


the role and working of various international agreements, in 
particular international agreemonts in the metallurgical industry 
(International Steel Agreement, Convention between the German 
and Franco-Luxemburg metallurgists, International Rail Makers’ 
Association); international agreements concerning non-ferrous 
metals (zinc, copper, tin, lead) ; the European Aluminium Cartel ; 
the European Mercury Consortium ; the Franco-German Potash 
agreements ; the Aniline Dyes Agreement between producers of 
France, Germany and Switzerland ; the Industrial Association of 
Bone Glue Manufacturers (Epidos) ; the tendency towards con- 
centration in the artificial silk industry ; the European Linoleum 
Trust; the international agreement in the incandescent electri<5 
lain]) industry. (Communicated,) 


Die dffentliche V erschnldung im Deutschen Reich am 81. Miirz 
1928t4/2d am 31. Dezember 1929, bearbeitot im Statisiisfheii 
Reichsamt. (Einzelschriften ziir Statistik des .Deutschen 
Reichs, Nr. 13, Verlag von Reiinar Mobbing, Berlin SW. 
61, 453 Seiten, 3 farbigo Tafeln. Preis Rm, 15.) 

Die Schulden dcr deutschen Offontlichcn KOrperschafton .sind 
von 14, 6 Mrd. RM in Marz 1928 auf 20, 6 Mrd. RM im Dezember 
1929 angewachsen und durflcii gegenwiirtig nahe an 24 Mrd. 
RM botragen. Die Rcichsfinanzstatistik hat diest^m ernst(‘ii 
Sympton der gesamten Wirtsehaftslage friilizeitig stiirkste 
Beachtung gewidmet. Die Ergebiiisse dcr erstmaJs am 31. 
Miirz 1928 durchgefiihrten amtlichen Schuldeiierlicbiingen werden 
in der neuen Einzelschrift des Statistischen Reichsamt s aus- 
fiihrlich in ziisammcnfassondcr Darstelhing veroffontlicht. 

Der umfassendc Stoff ist in drei Haii])tteile geglicdert. Der 
erste gibt einc Gesamtubersirht iiber die Verschuldung, ihre Hoho 
und Formwandlung gegenuber der Vorkriegszeit, ihre Bedeutung 
fiir den Geld- und Krcditmarkt, fiir die Sachkapitalbildung, fiir 
die Zins- und Einkommensgestaltung usw. 

Im zweiten Hauptteil werden die eiuzelncn Arlen der Ver- 
schuldung behandclt. Die Bela.stung aus der Ablosungs- und 
Aufwertungsgesotzgebung, die Verschuldung an das Auslond, 
die verschiedenen Formen dcr inlandlschcn Kapitalboschaffung, 
die gegenseitigen Kredithilfcn der Offontlichen KOrperschaften 
gelangen hicr zur Darstellung. Auch auf die Bedingungen und 
die Verwendungsweeke der Schuldformen, so etwa auf die Frage, 
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inwicwoit die Auslandsschulden einer produktivon Verwcndung 
zugefiihrt worden sind, ist eingegangcn. 

Dor dritto Hauptteil bohandelt die Verachuldung der einzelnen 
Korperschaften nach Hohe, Zusammensctzung, Bedingungcn'und 
Vorwondungszwocken. Fur die Reichsschuld ist die gesamte 
historische Entwicklung kurz zusammcngefasst. Bei den Lander- 
schuldon sind die grOssereii Lander cinzeln bohandelt. Dio 
iinanzpolitisch besonders wichtige Kommunalvorschuldung ist 
fiir jeden grosseren Oobiotstcil im Doutschen Reich imd fiir die 
vorschieden grossen Oerneindoii besondcrs dargostellt. Die 
Vorschiedenartigkeit dcs gemcindlichen Kreditbedarfs iind der 
Kreditbodingungen iat auch unter wirtschaftsgcographischeii 
Gesichtspunkton bohandelt worden. 

Das Tabellcnwork gibt die Hohe, Zusammensetznng, Bedin- 
gungen und Verwendungszwecke der Schulden fiir das Reich, die 
einzelnen Lander, die Geineinden dor einzelnen Grosscnklassen, 
Lander und Landosteilo in ubersichtlichor Anordnung wieder. 

Da an der Frago der Offentlichen Verschiildung nicht nur das 
volkswirtschaftliche Interesso des Finanz- und Wirtschafts- 
j)olitikers, sondern auch das privatwirtschaftlicho Interesso des 
einzelnen Schuldncrs odor Glaubigers besteht, diirfto der Schrift 
eino weito Verbroitung gesichert aoin. (Communicated,) 


The A8.socIATIo^ of Teachers of Economics 

The Annual Conference of the Association of Teachers of 
Economics met at University College, Oxford, from January 
2nd to 5th, 1931. The Conference was very \vcll attended, and 
excellent discussions took place. On the Friday evening Professors 
D. II. Maegregor and T. E. Gregory drew attention to certain 
aspects of Rationalisation. They wei*e unanimously of the 
opinion that this word has been generally abused, often with 
the object of disguising anti-social activities on the part of certain 
business interests. Professor Gregory stressed again certain 
arguments already advanced in the last number of this Journal. 
The ensuing discussion turned mainly upon the extent and 
influence of the practice of retail price-fixing by manufacturers. 

On Saturday, Mr. H. D. Henderson explained his attitude to 
proposals for imposing a moderate tariff upon imports into Great 
Britain. Professor L. Robbins opened a discussion which was 
very lively and lasted for several hours. It was quite clear that 
only a very small minority favoured the moderate tariff proposal. 
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On Sunday morning a more informal discussion on the Social 
Significance of the Industrial Revolution was opened by Dr. A. 
Bedford. Many members took part, and on the whole the 
opinion of speakers was that other factors than the industrial 
changes were responsible for the social discontent of the early 
nineteenth century in this country. In the evening a most 
interesting lecture on Biological Aspects of Population was 
delivered by Professor L. T. Hogben. It would be impossible 
to summarise here what he had to say. All members were greatly 
disappointed that time did not permit of a discussion, and every- 
one looks forward to being able to read Professor Hogben’s 
arguments later. 

The Conference was more numerous than ever. Members 
are anxious that while the Association shall be inclusive it shall 
not grow so unwieldy as to impair the value of the Conference as 
an annual opportunity for friendly meetings. Accordingly, the 
Constitution was amended to read as follows : ‘‘ Membership of 
the Association shall be o|)en (a) to Teachers of Economics, 
Economic History, Sociology, Commerce and such other kindnul 
subjects as the Association may from time to time approve within 
British and Irish Universities and University (.V)lleges ; (b) 

subject to the aj)proval of the Committee in each case, to persons 
who have been engaged as such teachers, and to any other fKJrsons 
whose co-operation in the work of the Association is likely in the 
opinion of the Committee to be advantageous to the Association.” 
The Committee was instructed by the Conference to ('usure that 
members admitted under (6) shall not exceed a small proportion 
of those admitted under (a). 

Professor H. A, Marquand resigiH?d the oflice of Hon. Secretary 
and was a])pointed Hon. Treasurer. Mr. S. C. Parris, University 
College, Cardiff, was appointed Hon. Secretary. Applications 
for membership should be sent to him. It was decided to hold 
the next Conference, early in January J93I, in Beading; and 
Miss M. Buer was appointed Conference Secretary. 


H. A. M. 



OBITUARY 
Bonaldo String HT5R 

Bonaldo Stringher, the eminent Governor of the Bank of 
Italy, died at Rome on the 24th December, ID.'iO, aged seventy- 
seven. He had directed oiir great institution with admirable 
wisdom at times of the greatest difliciilty, and its assured j)rogress 
was Largely due to him. But he was not only a financial coun- 
sellor whose advice was always asked by the Italian Government 
in critical circumstances, but a considerable scholar, who, in spite 
of the preoccupations of his high office, had with exemplary zeal 
enriched economic literature with some memorable contributions. 
From the time when, as a modest employee of the Ministry of 
Agriculture, he Jiad in 1 879 ]}ublished a thick volume on The End of 
Bank Redrklion in the United States, he never ceased from his long 
series of contributions on economic matters to learned periodicals 
and in book form. A\ c would particularly mention his “ Notes on 
(Commercial Statistics,'’ which was included in the Economic 
Bihlioteck (IV" Series, our gi'oat collection of leading works on 

Political Economy; his excellent Beiiort on the Italian Balance of 
Payments (1912), where he showed statistically that the apparent 
unfavourable commercial balance of Italy was wholly compensated 
by the invisible items arising out of emigrant rcunittances and 
tourist expenditui’e ; his standard work on The State of Currency 
and of the Money Market during and after the lf\/r (1920) ; and the 
excellent collection of his chief economic papers. Papers Concerning 
Currency and the Money Market (I92r)). Moreover, apart from 
his work on monetary matters, ho contributed to the Giornah 
dcgli Economist i some important essays on the development of 
Italian commercial j)olicy. 

His merits had received the acknowledgment they deserved 
both at home and abroad. He had lectured on (^mmercial 
Policy before tlie Univei-sity of Rome, was a member of the 
National Academy of Lincei and also of the Italian Academy, 
was a correspondent of the French Acadhnie des Sciences Morales 
et Politiques ; and he had been Under secretary of State and 
afterwards Minister of Finance. The successive triumphs of 
his career w’erc acliieved in an atmosphere of general esteem. 
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without ever giving occasion for envy or detraction. I have often 
heard eulogies of his qualities from the most eminent authorities 
in France and England. If, as Alexandre Dumas said, “ Foreigners 
stand for our contemporary posterity,’* these eulogies from abroad 
can be read as a promise of the lasting remembrance of our lost 
friend. Achillk Loria 


Current Topics 
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Ghori, K. A. 11. 
Ghose, S. 

Gollop, L. J. 
Goodliffe, A. G. 
Graves, J. 
Greenwood, G. C. 
Grindle, G. E. A. 
Haensel, Prof. P. 
Halim, Abdul. 
Halls, T. E. 
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Kruger, M. 0. 
Lamb, J. C. 
Lanphier, H. 
Leech, E. H. 

Lewis, F, S. 

Lewis, N. 


Light, D. G. 

Long, W. E. 

Longfield, B. A., J.P. 
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Sutton, L. H. 

Williamson, W. M. 

Samuel, B. 

Taylor, D. 

Willson, W. F. 
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Taylor, \V. R. 
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Society : — 
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The following have been admitted to Library membership of 
the Society : — 

Annamalai University Library, S. India. 

Aug, Volz & Co., The Hague. 
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Australian Estates and Mortgage Co., Ltd., London and 
Melbourne. 

Bank of New South Wales, Sydney. (Composition.) 

Bristol University Library. 

Co-operative Wholesale Society, Ltd., Manchester. (Com- 
position.) 

Crown Agents for the Colonics. 

De Nedcrslandsche Bank, Amsterdam. (Composition.) 

Fisk University Library, Nashville, U.S.A. 

Howard University, U.S.A. (Composition.) 

Hull University. (Composition.) 

Imperial Council of Agricultural Research, India. 

Industrial Research Dci>t., University of Pennsylvania. 
Institut fur Wirtschaftspolitischo Fortbildiing, Niirnbcrg. 
International Thrift Institute, Milan. 

Kamer fiir Handel Gcwerke und Industrie, Vienna. 

Money Order Dept., G.P.O. 

Nizam College Library, S. India. 

Robt. Boby, Ltd., Bury St. Edmunds. 

Universitats Bibliotckct, Lund. 


Professor Sir J. C. Coyajee, who has been appointed the 
Society’s Correspondent for India in succession to Professor H. S. 
ilevons (who has retired and returned to England), writes as 
lollows : — 

“ The fourteenth Indian Economic Conference was held at 
Lahore from January 2 to January 0, 1931. The attendance was 
both satisfactory and representative, and besides the meetings for 
the discussion of economic toj)ics, visits were made to the Match 
Factory and the Power House at Shahdara, to the Agricultural 
Farm at Lyallpur and to the Jallo Rosin Factory. 

“ Most of the papers contributed were on subjects of special 
importance to India at the present time, and such a selection of 
topics added to the interest felt in the proceedings of the Con- 
ference. Among the toj)ics now to the fore in India might be 
mentioned (level oj>ments and reforms in Finance and Banking 
and in the organisation of Labour. All these topics received due 
attention at the ronference. Thus Prof. Banerji's pn^sidential 
address included a criticism both of the ^loston Settlement and of 
the proj)osals of Sir Walter Layton. On the subject of Banking 
might be noted first a paper by Prof. J. V. Sinha on Industrial 
Banking in India, in which he advocuited the starting of an all- 
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India industrial bank on the lines of the Industrial Bank of Japan 
— ^the State assisting only by the guarantee of a minimum dividend 
on the bonds for a limited period. On the other hand, Mr. Loka- 
nathan argued for provincial industrial banks with a co-ordinating 
central board. Prof. P. J. Thomas discussed the central problem 
of Indian banking, viz. the possibilities of lowering the high 
interest rates which are current. It was no use putting the blame 
either on the indigenous banker or on the Imperial Bank; the 
remedy lies in our changing our methods of business so as to secure 
the creation of discountable paper and trade bills. Dr. H. 
Sinha’s })aper dealt with the strong and weak features of the 
Bengal Loan offices and suggested lines of reform especially in the 
way of centralisation. Mr. Bamchandra Rau discoursed on the 
lessons to be drawn from foreign banking systems and their 
application to India. He was at his best when he gave an 
account of the real dangers and difficulties which the future 
Reserve Bank would have to experience in the early days of its 
existence. Principal Tannan contributed a paper on “ Regulation 
of Banks in India/’ in which he traced the history, objects and 
methods of Banking legislation in India. He also dealt with the 
possibilities of the supervision and protection of Indian banks. 
A study of industrial finance and incidentally of the Indian 
Managing Agency system by Mr. V. K. Rao was also instructive. 

“ The output on the topic of Labour was a smaller one. Prof. 
D. G. Karve spoke of the beneficial possibilities of the activities of 
the International Labour Organisation on the fortunes of Indian 
labour. But he put in a caveat to the effect that ‘ the necessary 
and inevitable amount of latitude from the Genova decisions should 
be claimed and availed of, with a view to promoting the legitimate 
aspirations of national industry.’ Prof. B. B. Mukherji examined 
some aspects of agricultural labour — the nature of the shortage of 
such labour, the sources of its supply and its present condition. 
Ho suggested the formation of emjrloyment agencies or agri- 
cultural labour bureaus to organise the movement of labour to 
secure its bettor distribution. 

“ Nor were the theoretical aspects of Economics unrepresented. 
There was a paper by Prof. Muranjan on the theory of Distribu- 
tion, in which were discussed some controversial points in tho 
theory. Prof. D’Souza furnished an estimate of Clark’s contri- 
butions to the theory of Distribution. 

** The discussions of this Conference are, however, best regarded 
as forerunners of the debates to come when the Reports of the 
Central Banking Committee and of the Royal Commission on 
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Labour will be published. With a view to this, it has been 
decided to keep to the fore Labour and Banking problems among 
the topics to be discussed by the next year’s Economic Conference.” 


The Institut fiir Weltwirtschaft und Seeverkehr at the Uni- 
versity of Kiel ask us to make the following announcement : — 

In accordance with Article 6 of the Rudolf Funke Foundation , 
the Institut will award a prize for a thesis on the following subject : 

“ The International Inter-Relationship of Economic Eluctuatioas.” 
The thesis should trace the development of Economic Fluctuations 
with typical examples from the beginning of the nineteenth 
century to the present day with a view to ascertaining whether 
the economic fluctuations of various comitries coincide, or not, in 
time, intensity and otherwise — and if so, to what extent. In this 
connection, not only the various periods in the development of 
capitalism, but also the relations existing between different 
branches of economic life {e.g, manufactures, raw materials, agri- 
culture) are to be taken into consideration. An historical- 
theoretical analysis of demonstrable unilateral or mutual 
influences is to be combined with this empirical description. At 
the same time the author is to show the different tvpical forms in 
which these fluctuations spread over the world. Ho is to explain 
the ])art played by psychical and material factors during this 
process (e.(/. speculation, technical inventions, migrations, foreign 
trade, movements of capital). The general problems of the Theory 
of Economic Fluctuations are not to be placed in the foreground ; 
the author, however, should examine to what extent his own par- 
ticular theory of the international inter-relationship of economic 
fluctuations agrees with the general Theory of Economic 
Fluctuations. 

This prize is open for competition to anj*^ individual research- 
worker, or to any group of research workers, or to any Institute. 

The winner will bo awarded the Rudolf Funke Prize of Rm. 
18,000, and the Rudolf Funke Gold Sledal. The Institute here- 
with reserves the right to purchase any thesis submitted for 
competition, even though it does not win the prize. 

The thesis shall bo typewritten (live copies) in Oerman or in 
English, and must be handed in to the Secretary of the Institut 
fiir Weltwirtschaft und Seeverkehr at the Ihiivoi'sity of Kiel not 
later than December 31, 1932. It shall bo signed wdth a pen 
name ; this pen name shall also be upon an envelope bearing the 
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name and address of the author which will be submitted with the 
thesis. In the case of a group of authors, the names of all the 
contributors must be mentioned. 

The following have consented to act as judges : 

Professor Dr. A. Aftalioii, University of Paris, 

Professor Dr. L. Birck, University of Copenhagen, 

Professor Dr. B. Harms, University of Kiel, 

Professor Dr. E. Lcdercr, University of Heidelberg, 

Professor Dr. Wesley C. Mitchell, Columbia University, Now 
York, U.S.A., 

Mr. D. H. Robertson, M.A., University of Cambridge, 

Professor Dr. J. Schumpeter, University of Bonn, 

President Professor Dr. E. Wagemann, University of Berlin and 
Deutsches Tnstitut fiir Konjunkturforsohung. 



RECENT PERIODICALS AND NEW BOOKS 


The Econ&inic Record. 

November, 1930. The Effect of the Living Wage Policy on Wages for 
Skill. D. T. Sawkins. Hanking and Currency in New Zealand. 
B. C. AsinviN. The Problem of the Budget. V. A. Bland. Dis- 
tribution of Income in New Z^and. A. (i. B. Fisher. Repm-t 
of the Royal Commission on the Coal Industry. F. R. Mauldon. 
• The Sales Tax. 11. Burton. The Restoration of Ece/nomic 
Equilibrium. 

Econ&mica. 

November, 1930. The Economic IFor/w of Philip Wicksteed. L. 
Robbins. The Migratioti of Labour into the Glamorganshire 
Coal-field, 1861-1911. B. Thomas. Administrative Law in the 
Early Company Acts. H. A. Shannon. 

History. 

October, 1930. General Economic History. J. F. Rees. 

International iMbour Review. 

October, 1930. The Present Status of the Cotton Textile Industry. 
E. B. Dietrich. Land Reform in Rumania. 0. Oornt. The 
Problem of Agricultural Labour in Algeria. Cl. •!. Stotz. The 
(J nemployment Problem in Japan. S. Idei. 

November, 1930. The Present Status of the Wool Textile Industry. 
K. B. Dietrich. Labour Legislation m India. R. K. Das. The 
Technique of Discussion in JHanage^nent- Worker Relationships in 
the U.S. G. A. Johnstone. 

December, 1930. The Employment of Children in Egyptian Industry. 
A. Andekson. Japan's Si igration Problem. S. Idei. Regulation 
of Conditions of Employment by the Spanish Ranking Corporation. 
DE Altea. 


Indian Journal of Economics. 

July, 1930. Tint Cotton Mill Industry of the Madras Presidency. 
N. G. Ranoa. 

October, 1930. Currency in ShitajPs Kingdom. V. (r. Kale. 
Economics of the Foreign Trade of India. S. C. Bose. Economic 
Development of India. P. J. Thomas. 

Index (Stockholm). 

November, 1930. Mechanical Energy as an Economic Factor. 
A. F. Enstrom. 

January, 1931. The. Most-favoiired-nation Clause. J. Viner. 
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Review of Economic Statistics (Harvard). 

November, 1930. 2'he Oeneral Course of Wheat Prices in France, 
1360-1788. A, P. Usher. Statistical Back^ound of the Crisis of 
1867. A. H. Cole. Business Volumes during Periods of Decline 
and Recovery, J. B. Hubbard. Employment and the Buffing 
Pmver of Consumers, W. A. Berbidoe. 

Quarterly Journal of Economics, 

November, 1930. 2'he Tariff Act of 1930. F. W. Taussto. The 
Rise and Decline of Orthodox Tariff Propaganda, W. J. Eiteman. 
Equilibrium Economics and Business-cycle Theory, R. W. Souter. 
Credit Expansion, 1920 to 1929, and its Lessons. C. E. Persons. 
Industrial Diversification in American Cities, G. E. McLaughlin. 
MitcheU^s Business Cycles. J. Schumpeter. 

American Economic Review. 

December, 1930. Economics of Accountancy. I. Fisher. Supreme 
Court and Railway Labour Act. E. Berman. Motor ami Rail 
Carriers in Great Britain. G. S. Peterson. Absorption of 
Credit by Stock Exchange. T. Balooh. Psychological Yardsticks 
fur Ecojiomic Values. J. P. Guildford. Trades Union Congress 
and Workers' Education. J. J. Senturta. 

Journal of Political Economy. 

October, 1930. A Mathematical Theory of Price and Production 
Fluctuations and Economic ('rises. (’. F. Roos. A (hdture 
Theory of Population Trends. E. T. Hiller. Economic In- 
fluences upon the Corporation Laws of New Jersey. H. W. Stoke. 
Gold Camps and the Economic Development of Western Montana. 
S. J. Coon. Some Aspects of Mexican Immigration . P. S. Taylor. 

December, 1930. Period of Production, Durability, and the Rate, of 
Interest m the Economic Equilibrium. G. Mackenroth. Trans- 
port Co-ordination. G. S. Peterson. The Italian Dtmographic 
Problem and the Fascist Policy on Population. C. Gtni. Black's 
"'Production Economics." T. 0. Yntema. Production in 
Massachusetts Manufacturing, 1890-1928. C. W. Cobj3. 

Journal of Economic and Business History (Harvard). 

November, 1930. Natural and Money Economy. E. F. Uecksc'HER. 
Warehousing and Trapezite Banking in Antiquity. W. J^. Wksteu- 
MANN, Associations of Employers in the Construction Industry in 
Boston. W. T. Ham. The Chicago, Mibvaukee, and Et. Paul 
Railroad. A. M. Borak. The Proposed Canadian- American 
Reciprocity Agreement of 1911. W. G. Swartz. 

Annals of the American Acculemy of Political and Social Science. 

November, 1930. This number deals witli (3iina. Part I: Funda- 
merUal Background. Part II ; Social Conditions. Part 111 ; 
Industrial and Commercial Development. Part IV : InJkemal 
PolUics and Government. Part V ; The Frontier Provinces. Part 
VI; China among the Nations. 
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Whecd Studies. 

(Stanford, California.) 

Novembeb, 1930. The United States Wheat Flour Export Trade. 

Januaby, 1931. Survey of the Wheat Situation, August to November, 
1930. Strikingly low and sharply declining wheat prices. Ship- 
ments from Russia of record si'ze for post-war years were added 
to a moderately large crop in the rest of the world and a heavy 
carry-forward. Nevertheless wheat supplies available to the 
Western World are probably no heavier than in 1928-29. The 
recent policy of the Federal Farm Board is discussed. 

Revue d'^conomie Politique. 

September-October, 1930. Les theories econmniques du salaire. 
F. SiMiAND. Le^ actions d vote privilegie au point de vue econo- 
mique. R. Picard. Apres les conferences agraire de VEurope 
centrede. F. Delaisi. Les sources de marxisme. J. Deleysky. 
L’oBuvre economique de F. von Wieser. M. Rociie-Agusson. 
De la distinction entre Vagricullure ei Vindustrie. J. Fauceras. 

Revue de VInstiiut de Sociologie. 

July-September, 1930. La disparite des pouvoirsd' achat deVor. G. 
de Leeneb. 

Journal des Ecormnistes. 

October, 1930. Changement de structure dans la vie economique des 
Rtats de VEurope centrale. E. Hantos. Uindustrie automobile. 
M. Carsow. 

November, 1930. La crise agricole et la lulte avec elle. S. B. 

December, 1930. Le Bresil economique. R. J. Pierre. La ville- 
champignon. R. S£)I)itj.ot. La Bourse de Copenhague. M. 
Carson. 


SchnwUers Jahrbuch. 

April, 1930. Die drei Nationalokommien. Einige Auseerungen zu 
Werner Sombarts Werk. Reviews of, and discussions on, Som- 
hart’s recent book by Amonn, Landmann, Singer, Salin and 
ScHACK occupy 94 pages. Amonn is very critical of Sombart’s 
attempt to introduce order into the “ chaotic ” condition of the 
science ; Landmann discusses the philosophical basis of the book ; 
Singer writes appreciatively of Sombart’s attitude to the conflict 
between theoretical and historical investigation ; Salin treats the 
work from au historical view-point, while Schack discusses 
the basic principles of national economy as dealt with by Sombart. 
Begreifen und Vcrsuchen. Lpdavig v. Mises. This article also 
deals with Soin hart’s work and considers his criticisms of econo- 
mics. Ein System der Soziologie als uerdender U niversalitdt der 
Sozialwissensrhaften. Zu Franz Oppenheimers Versuch. W. 
Bleugei>i. A second instalment of Bleugel’s critical appraisal of 
Oppenheimer’s ideas, which make!.s reference to his notion of solving 
the social question by settleineiit, ami to his criticisms of the 
marginal utility theory. Zur Theorie des Klassefibegriffs und der 
proletarischen Klasse. T. Geu;er. 

No. 161. — VOL. XLT. M 
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June, 1930. JDer “ Uberbau und die Wiaaerischaften vtm Staal und 
QeaeUschaft. C. Bbinkmann. Das Wirtachaftasystem dee KapikU- 
iamua, Eine Auaeimmderaeizung mil Wemer Som^rt. W. M^s- 
CHERLICH. Argues that Sombart’s definition of capital is too 
narrow ; if this is widened and altered properly the case against 
capitalism disappears. KapUaliaiischer Geiat und VervxiUunga- 
burokratie in ojffentlichen Untermhmungen. E. Landaubb, 
Verachiebungen gemeinachaftlicher Ziele im Pazijik. T. Suranni- 
Unoeb. 

August, 1930. Zur induatrulhn Enlwicklung Sowjetruazlajida. P. 
Berkenkoff. Sketches tlie period leading up to the Five-Year 
Plan, and discusses how far it has been elfectively carried out — 
particularly with respect to the quality of production. This he 
finds to bo so poor that it seriously threatens the feasibility of the 
Plan. Much concentration of industry has occurred undoubtedly, 
but there is dire need of effective rationalisation, tJio education of 
middle and higher technical staffs, and particularly of reduction 
of costs and the provision of capital funds. Die Preialehre von 
Olhmar Spann. A. Bilimovic. Grwulfragoi der Theorie dee 
Verkehrswesena. W. Weddigbn. Der Mittelatand ala Klasae. 
L. Frtszchixg. 

October, 1930. Die italienische Gefreideschlaeht. F. Bociiting. Der 
j^Iietpreis in der W'ohnungszivangswirlschajt. F. Lutoe. Grund- 
adtzliches zur Marxschen Kritik an der Quantitdtatheorie. S. 
Wendt. 

December, 1930. Gebinidene Wirtachaft oder Spdtkajntaliamua. W. 
Mit.scu ERLICH. Kapitol und Kapiialismus. 0. von Zwtedineck- 
SuDENHORST. Eim Auaeinandersetzung fiber daa TranaJejr* 
problem. A. Lciscii. Die Lebenshaltung von Arbeitern der 
Fordicerke in Detroit. H. iStakiilk. 

Archiv fiir Sozialmaaenachajt und SozMpoliiik. 

August, 1930. Zur Politik und Tkeorie der Vcrteilung. J. Mabschak. 
The inaugural lecture of Prof. Marschak at Heidelberg. Dis- 
cusses the essentials of a legitimate scheme of Di.stribution, with 
special reference to IVoduction and Purchasing Power. Die 
Siellung der Lausanuer Schule in der Grenznutzenlehre. F. Quttt- 
NER-BERTOLAsr. Argucs that the doctrine of the Lausanne school 
lias prevailcfl over the Austrian sclioors view except in dynamic 
and mathematical economics. Die Perapektiven der Kollektivierung 
der ruaaiachen LandwiriacJuiJt. P. Petkofk. The writer was 
formerly a Communist, and the present article is j)ubliHhcd for 
information. The author agrees that largc<scalc agriculture is 
preferable, but believes that ovcr-luistiness is likely to cause 
disastrous results. Wissenaaoziologie und Marxiamua. E. Lewal- 
TER. Probleme der Strafvollzufjftslatistik. E. J. (Iumbel. 

October, 1930. Die Grundformen dea menaehlichen ZuaammenUbena. 
W. Sombabt. Uber den Einjluaa von Anderungen der Nachfrage 
auf die Monopoljmiabildung. E. Schneider. 

December, ^ 1930. Die Geldvennehrung und die “ Preiaacheren.^* 
A. A. SoKOLOFF. Die Grundlinie.n der wirlachaftlichen Entwick^ 
lung RussUiri^, 1861-1917. A. F. Enotajewsky, Vber daa von 
einer J^a/milie tdglich zu leiatende Arbeitapenaum und den 
Bhythmua dea Familienlebena. M. Baum. 
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Zeitachrift Jut die geaamie Staataunasemchaft. 

November, 1930. Berufabeamtentum in England. F. M. Marx. 
A study of the development of bureaucracy in England. Land- 
wirUchaJt und Beateuerung. W. M. von Bissing. A critical 
review of recent proposals. Die Meiatbegiinatigung in den 
Handelsvertrdgen im Wandel der Zeiten. J. Kulischer. On the 
advantage of the unconditional (European) most-favoured-nation 
clause over the conditional (American). 

Zeitachrift fur Nationalokononiie. 

October, 1930. The Relation between International Trade and Inter- 
national Movementa of Capital and Labour. B. Ohlin. The class- 
ical economists made the theory of international trade part of 
their general theory of value. Since that theory of value has been 
discarded it remains to construct a theory of international trade 
in accordance with modern value theory. The author shows how 
one ean arrive at such a theory of trade. A great number of 
special cases and types of movements are discuss^. The Relation 
between Productivity of Capital, Wages, and Interest. R. von 
Genecuten. A discussion of Bohm-Bawerk’s theory, mainly 
critical, with an attempt to re-establish the comicction between 
the theories of imputation and interest. The author offers a 
general solution in mathematical terms. The Life-work of Knut 
Wicksell. E. Sommartn. In the author's view, Wicksell’s work 
deserves much more attention, especially on the monetary side, 
than it has received. (All these articles arc in German.) 

Jahrbucher fiir Nationalokononiie und Statiatik. 

Novemukr, 1930. Wirtschaft und Politik. J. Gruntzel. Crenz- 
nuizen, IndiJferenz, Ela^tizitdt, Durchschnittsnutzen. J. Neit- 
bauer. 

December, 1930. Objekt und Methode der Betriebsicirtschaftalehre. 
A. HoFlTklANN. 

January, 1931. Arheilslosigkeit und Kurzarbeit. W. Woytinsky. 
Gegen einen gewissen Missbrauch nmihenialischer Formulierungen 
in der theoretischen Nationalokonotnie. P. Lorenz. 

WcltxdrtschafUichea A rch iv. 

January, 1931. Die Bank fiir internationalcn Zahlungsausgleich. E. 
Salin. The international economic possibilities of the Bank are 
much limited by its Statutes. It hits not been able to contribute 
to the smoothing of Reparation payments through an extension of 
world-trade, nor to solve the problem of Go-operation by a gold 
clearing. Its strength lies iiv its function as a deposit bank of 
Gentral Banks. Protection and non-competuig Groups. B. Ohlin. 
Criticises the recent theory of Mcanoilcsco, that, as manufacturing 
industry has a higlier output per worker than agriculture, it is 
advantageous to protect the former. Tlie existence of real 
differences in wages owing to hindrances to mobility is in a certain 
sense a loss, which can bo reduced by protection, though other 
forms of action against it are preferable. It is argued that Taussig 
has made a serious mistake in the theory of non-competing groups. 
Kapitalbildung und Steueraystem. H. Herkner. A discussion of 
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tho Report of the Conference at Eilsen on this subject ; including 
the questions of tho contribution to Capital of different scales of 
income, the causes and range of tax evasion, the influence of 
taxation on production. The reviewer regards the Report as of 
great importance to an understanding of the German tax problem. 
Die finanzpolitische Bedeutung der Zdlle. R. KAppeli. A dis- 
cussion of tariffs jis an instrument of finance-politics. An attempt 
is made to estimate the consequences of changes especially in 
agricultural tariffs by a mathematical argument, which is related 
to the most recent inquiries into elasticities. Vom Staatshudget 
zum einheitlachen Finanzplan. R. Leontief. A discussion of tho 
Russian financial problem, by reference to tho changes created in 
budget methods since the Five-Year Plan. Die Finanzierung des 
mssischen Amaenhandeh. E. M. Shenkmann. Special reference to 
the banking organisation for the finance of foreign trade since 1922. 
Die Entwicklung der enropdischen Finatiznwnapole in der Nach- 
kriegazeit : die Entwicklung der Tahakmonopole, H. Gross. The 
inquiry is centred round a comparison of costs of production and 
distribution, which was regarded as the most general expression of 
the special market strength of the Monopoly. Die auaaenwirt- 
achaftliche Entwicklung Nortvegena in der Kriega^ und Nach- 
kriegazeit, I. Wederwang. Vber die ElaMizitdi dea Verhraucha 
egyptiacher Baumwolle. C. Brescfani-Titrroni. 

Giornale degli Ecjonomiati, 

OCTOBSR, 1930. La XIX riunione della SocieUi italiana per il 
progreaao delle scienze, G. M. This number of the Giornale is 
devoted to the reproduction of a number of papers on problems 
of the Corporative State read to the 19th Meeting of the 
Italian Society for the Advancement of Science. II procedi- 
mento aperimentaJLe delV econoniia corporativa, U. Gobbi. La 
tradizione economica e il corjjorativiamo. C. E. Kerri. Economia 
corporativa e politica economia. A. Lanzillo. Legialazione 
aociale e regime corporalivo nel quadro delV economia acientifica. R. 
Benini. Le haai teoriche delV organizzaziona italiana del lavoro. 
C. Arena. Professor Gobbi emphasises the experimental natuio 
of the corporative system of organisation ; the aim is the raising of 
tho whole level of the national life, but those directing tlic syst(^m 
are not bound by adherence to any particular theories or j)rine.iples 
in accomplishing their task. Professor Ferri regards tlic 
Corporative State as a return in some measure to tho wider and 
more balanced views expressed by some of the earlier ])olitical 
economists, notably Adam Smith, and as a reaction from the oiie- 
sidedness of the socialists on the one hand and of the scientific 
economists of the modern abstract school on the other. Ac«onling 
to Professor Lanzillo ; “ The struggle of Fascism against the 
Liberal State was above all directed against tlie im^tia, the 
toleration and the scepticism of the Liberal regime in regard 
to the economic phenomena, especially the class conflicts over 
tho distribution of the national income. . . . The Fascist regime 
wishes to substitute for the State’s attitude of toleration an 
effective policy, elastic and positive, which will enable the State 
to participate vigorously in all phases of economic life, both to 
prevent individual egotistic interests from prevailing to tho 
detriment of other sections of the community and to favour those 
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economic interests which appear to correspond best to the general 
interests of the nation.’* He points, however, to certain possible 
dangers — ^firstly, the costliness of the organisation ; secondly, the 
danger of suppressing initiative ; and, thirdly, the risk of crystal- 
lising the economic system in the event of misuse by the Cor- 
porations of their power to prevent the emergence of new enter- 
prises. Professor Benini urges the justification on economic 
grounds of the labour legislation embodied in the famous Carta del 
LavorOj in view of the weakness of the workers* bargaining power 
which renders inadmissable the assumptions of a free competitive 
market for labour. Only the employers can normally regulate 
their demands by the marginal method, t.e. by balancing increments 
of return against increments of cost ; the workers can only balance 
the total utility of the wage offered against the total disutility of 
the work to be performed. There is thus a presumption that the 
worker will make a worse bargain than the employer, and this 
justifies the interference of the State in the interests of the 
workers. Professor Arena develops much the same point, 
though with different arguments, in defending the Italian system 
of wage regulation — universal (and legally enforceable) collective 
agreements, with recourse to conciliation boards, and eventually 
to an arbitration tribunal empowered to make an award binding, 
not only on the parties to the dispute, but also on all those engaged 
in the occupation concerned. 

November, 1930. Intorno alia determinazione empirica della domanda 
e deW offerta. L. Amoroso. A suggestion is put forward for a 
form of differential equations to represent historical curves of 
demands and supply. Cenni mlV influenza esercitata dalV economia 
italUma classica suUa scienza economica irUemazionale, R. Michels . 
An enumeration of the principal early Italian economists with some 
indication of their influence on the development of economic 
thought in other countries. La situazione delle ca,sse di risparmio 
ordinarie attraverao le vicende della lira, L. Passardi. The 
Italian savings banks now control funds equal to those of 1913, but 
the greater part of these funds is invested in State securities ; it 
is urged that they should mobilise these resources by investing on 
a much larger scale in productive undertakings, e.gr. in agriculture, 
hydro-electric schemes, etc. 

La Riforma Sociale. 

November-December, 1930. Scienza critica e realitd econamica, P. 
Jannacone. a vigorous criticism of a recent book by U. Spirito 
entitled Critica delV economia liberale, in which the latter attacks 
the main body of modern Italian economists on the ground that 
their work is based on the hedonistic ctalculus and ignores the 
wider realities and necessities of the national economic life. Nota 
intorno ad alcuni problemi sulla ripartizione delV oro. Professor 
Cabiati discusses briefly a number of problems connected with the 
distribution of gold at the present time. Intorno al contrihuto 
sindicdle. 0. F. Vella. The first part of this article consists of a 
concise and useful summary of the present organisation of the 
Ministry of Corporations and of the Corporations themselves. 
This is followed by a discussion of the precise position, within the 
classification of taxation, of the compulsory contributions levied 
by the Corporations on their members. It is concluded that these 
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contributions have the character of a “ general ” and not of a 
“ special ” tax. 

De Economist (Haarlem). 

OCTOBEB, 1930. WeUdijke regding van het Accountantsivezen. C. A. 
Blazbb. a discussion of the position of the accountant’s pro- 
fession in Holland, and of recent proposals for its regulation and 
for the registration of its members. Suriname en zijne bankin^ 
sidling, C. F. Sohoch. A defence of the Bank of Surinam 
(Dutch Guiana), written by the chief director, against recent 
criticisms by I^ofessor Verrijn Stuart and Professor van Gijn. 
These writers reply to Dr. Schoch in two additional short articles. 

Novembeb, 1930. Bescherming en Actieve Handdspolitiek. S. Pos- 
THUMA. A discussion of current protectionist controversy in 
Holland from the Free Trade position. The author discusses 
(i) protective duties ; (ii) the so-called “ active trade policy ” 
which aims at measures to secure a reduction of foreign duties. 
Protection involves a subsidy of one at the expense of others, but 
this is not in itself a conclusive argument against protection . That 
protection be permissible, four conditions are necessary : (i) it 
must not be at the expense of other industries which are themselves 
in difficulty; (ii) it must be temporary; (iii) it should promote 
natural development and not seek to prevent what cannot be 
prevented; (iv) it must not encroach on the national income. 
Emphasis in the subsequent discussion is laid on the fact that the 
burden of protection tends to bo shifted to inclustrics whicli are 
least suited for the extra burden, and that protective duties like- 
wise postpone a process of adaptation which is nevertheless 
inevitable. The special circumstances of Holland with reganl to 
the protectionist arguments are detailed. In principle the “ active 
trade policy ” is completely opposed to protection, since professedly 
it aims at lowering duties elsewhere. This “ dangerous weapon ” 
is considered, especially with regard to its application to Germany. 
Over jAindbouwcrises. G. Minderhoud. On the agricultural 
depression ; a reply to an article by Mr. Westerdijk in a previous 
number, arguing that the view therein taken was too pessimistic. 
Mr. Westerdijk replies. 
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THE RELATION OP HOME INVESTMENT TO 
UNEMPLOYMENT 

I 

The case for “ public works ” has often been discussed, and 
there is a final plea that the advocate almost invariably appends 
to his argument. It is important, we are told, not to overlook 
the beneficial repercussions that will result from the expenditure 
of the newly-employed men’s wages. But little is done to 
evaluate these repercussions in concrete terms. The main 
purpose, though not the only purpose, of this article is to outline 
the means by which this gap could bo filled, and incidentally to 
suggest that the case for “ public works ” may be stronger than 
is always recognised. 

The argument will apply to the effects of any net increase in 
the rate of home investment. The increased employment that 
is required in connection actually with the increased investment 
will be described as the “ primary ” employment. It includes 
the “ direct ” employment, and also, of course, the “ indirect ” 
employment that is set up in the production and transport of 
the raw materials required for making the new investment. To 
meet the increased expenditure of wages and profits that is 
associated with the jirimary employment, the production of 
consumption-goods is increased. Here again wages and profits 
are increased, and the effect will be passed on, though with 
diminished intensity. And so on ad wfimtum. The total 
employment that is set uj) in this way in the production of 
consumption-goods will be termed the “ secondary ” employment. 
The ratio of secondary to primary employment is a measure of 
these “ beneficial repercussions ” that are so often referred to. 

It will simplify the process of exposition if expenditure by the 
Qovernmenl on roads is taken as a convenient instance of an 
increase in homo investment. But this simplification must not 
be taken to imply either that there is anything in the argument 
that confines its application to investment taking place directly 
under the auspices of the Government, or that the building of 
more roads is a particularly desirable form of investment. 

No. 162.— voL. XU. N 
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II 

It is necessary, in the first place, to clear out of the way the 
objection that any reduction of unemployment that is effected 
by Government action will be at the expense of an equal increase 
of unemployment in some other quarter. If the Government 
were to raise the funds required to pay for the roads by means of 
taxation, it is obvious that unfavourable reactions would be 
probable. Of these the most important would bo the ‘‘ secondary 
unemployment ” that would result if increased taxation wore to 
reduce the taxpayers’ expenditure on consumption-goods. The 
amount of this secondary unemployment ” would depend on 
the extent to which increased taxes are paid at the expense of 
consumption rather than of saving. Sut that is a matter for 
separate study ; and throughout this article it will bo supposed 
that the necessary funds are raised by means of borrowing. 

It is sometimes claimed that if the Government borrows 
money for the purpose of building roads, this necessitates an 
equal reduction in the funds available for investment from other 
sources.^ But it is clear that oven if this claim has any force at 
all, it cannot have a imivorsal application. For it is always 
within the power of the banking system to advance to the Govern- 
ment the cost of the roads without in any way affecting the flow 
of investment along the normal chamiels. If it assists the pro- 
cesses of thought, it may bo imagined that the Government 
obtains its funds in this kind of way. But it will become clear 
in the sequel that no such hypothesis is really necessary. For it 
will be demonstrated later on ^ that, jpari passu with the building 
of roads, funds are released from various sources at precisely the 
rate that is required to pay the cost of the roads. 

It is, however, important to realise that the intelligent 
co-operation of the banking system is being taken for granted. 
It is supposed that the object of the Central Bank is to achieve 
the maximum of employment that is consistent with remaining 
on the gold standard. If the increased circulation of notes and 

^ How important is the influonco that has boon oxortocl upon British policy 
by this claim is forcibly dernonstratod by tho following information supplied in 
1927 by the British Government to tho International Labour Office : “ While it 
is not possible to give any specific indications that competition arose with other 
enterprises owing to the raising by the »State of moneys for tho various State- 
assisted emplojmiont projects, tho docisioii taken by tho Governmont at tho ond 
of 1926 to restrict grants for relief schemes was based mainly on tho view that, 
the supply of capital in the country l)eing limited, it was undesirable to divert 
any appreciable proportion of this supply from nonnal trade channels.'* {Ufiem- 
ployment and Public Works, publislicd by Tho Intoniationol Labour Office, 1931, 
p. 30.) * See p. 189. 
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the increased demand for working capital that may result from 
increased employment are made the occasion for a restriction of 
credit, then any attempt to increase employftient — ^whether it is 
by way of road-building or by any other means, or, indeed, by 
awaiting the return of world prosperity — may be rendered 
nugatory. 

III 

It will bo assumed throughout the greater part of this article 
that money-wages are not raised as a consequence of the reduction 
in unemployment or of any rise in prices with which the reduction 
in unemployment may bo associated. Even if this assumption 
is not entirely reasonable, it is clear that it is essential if the 
analysis is to proceed at all. (But it is suggested, though with some 
hesitation, that over a limited, and not so very limited, range the 
assumption is not appreciably wide of reality.) To take into 
account the effects of a possible rise in wages would necessitate, 
not only an estimate of the amount of the rise, but, far more 
serious, an analysis of the effect of a rise in wages on the level of 
employment; and such an investigation must bo ruled outside 
the scope of this article. 

An attempt will, however, bo made ^ to demonstrate that 
there is some increase in employment even though real-wages 
are maintained at their former level — or, in other words, if 
money -wages are raised so as to compensate for the rise in prices. 
But to the extent, on the other hand, that it is to the reduction 
in unemployment rather than to the rise in prices that wages 
respond, there is clearly no method whatever of increasing the 
volume of employment. 

IV 

Finally, no account will bo taken, in assessing the effects on 
employment, of aii}^ increase in productive efficiency that may 
result from the (jlovernmcnt’s expenditure. That, perhaps, is 
why roads are a good illustration to adopt as an object of such 
expenditure. 

For this reason, too, the argument of this article could, with 
suitable modifications, be applied to a discussion of the desir- 
ability of reducing the Sinking Fund or of the undesirability of 
reducing the dole. 

V 

Considerable use will bo made in these pages of the expression 
“ saving on the dole.” It must bo clearly understood that these 
^ In a subsequent number of tlio Economic Jousnal. 
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words are not intended to imply any moral judgment on the 
system of unemployment insurance. The word “ dole is used, 
purely as a matte)* of convenience, to cover the whole of the 
expenditure of an unemployed man on consumption, whether it 
is derived from the Unemployment Insurance Fund, from local 
authorities, from charity, from borrowing, from his friends 
and relations or from his own accumulated savings. 

For the purpose of developing the argument it will be assumed 
that when a man obtains work, the saving on the dole ” that 
results does not have the effect of increasing the consumption of 
other members of the community. Above all, this assumption 
presupposes that any change that occurs in the expenditure of 
the Unemployment Insurance Fund falls entirely on the rate at 
which the fund is increasing or diminishing its debt and on the 
amount of the budgetary Sinking Fund. Manifestly this assump- 
tion is a somewhat unreal one. Even if contributions to the 
Fund are not affected, a reduction in the cost of transitional benefit 
will almost certainly lead to some reduction of national taxation, 
and a reduction of the rate at which the Fund is getting into debt 
will load to some scaling down of the Chancellor of the Exchequer’s 
standards of respectability in regard to Sinking Funds — and so 
again to a reduction of taxation. 

But, in relation to the amount of the saving on the dole, any 
reduction of taxation that occurs is likely to be small — this will 
be obvious if consideration is paid to the present level of the real 
Sinking Fund — and the consequent increase in expenditure on 
consumption will be still smaller. In so far, however, as it occurs, 
it adds an a fortiori force to the argument of the following pages. 
The secondary employment is increased if road-building results 
in less taxation and consequently in greater expenditure by 
taxpayers on consumption-goods.^ 

VI 

I turn now to the often debated question of the effect of 
Government investment on the general level of prices. This 
question has been debated from various points of view. It has 

1 If this increase in expenditure wore exactly equal to the saving on the dole, 
and if it wore divided between home- and fon3ign- prod need goods in the same 
proportions as the dole is divided, then tlio sahio consequences would cnsiio as 
would ensue on niy assumption — that there is no such increase in expenditure — 
if the dole wore zero, i.e. if the tmoinployod lived on air. If u greater amount 
were spent on homo-produ<‘ed goods than would hnxo been spent on home- 
produced goods if tlie money hud been spent by the unemployed, then the results 
can bo gauged by supposing, on the basis of my assumption, that the dole is 
negative. 
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been debated with an eye on the expansion of bank credit that 
may accompany the building of roads. Somewhat more adapted, 
perhaps, to the end in view have been the discussions that have 
centred on the various alleviations that partially set off the 
increase in purchasing power caused by increased investment. 
Of these the most important are the saving on the dole and the 
increased imports of consumption-goods and of raw materials that 
take place when employment is increased. 

But it is, I think, quite clear that a very important, though 
nevertheless extremely obvious, consideration is usually omitted 
in these discussions. It is, perhaps, its very obviousness that 
accounts for its being so persistently overlooked. For the line 
of approach that will now be taken up is the one that would be 
followed under the impulse of crude common-sense — there is no 
room here for analytical subtleties. No claims of originality are 
advanced for adopting it, but that docs not mean that it is not 
very important. 

The price-level and output of home-produced consumption- 
goods, just like the price and output of any single commodity, are 
determined by the conditions of supply and demand. If the 
conditions of supply can be regarded as fixed, both the price- 
level and the output are determined by the demand ; and there 
is a unique correlation between price-level and output. For a 
given output of consumption-goods there corresponds a certain 
j)rice-level of consumption-goods; and this is their price-level 
quite independently of the causes that are responsible for main- 
taining the given output. If there is a certain increase in 
employment on the production of consumption-goods, the change 
in their price-level is the same whether the increased employment 
is fostered by large advances from the Central Bank to the 
Government or whether it is the symptom of the return of pros- 
perity by a more natural route. If this is to be true, it is only 
necessary that the change shall be actuated by a change in the 
conditions of demand and not by a change in the conditions of 
sup2)ly. Then the volume of onij)loyment engaged in j)rodueing 
consumption-goods and tho price-level of home-i^roduced con 
sumption-goods are uniquely correlated. For a given increase in 
the output of consumption-goods the change in their price-level 
depends only on tho supply curve of consumption-goods in general, 
tho curve being drawn from the point of view of the particular 
period of time that is under consideration — long, short, or other- 
wise. If the supply curve rises steeply, there is a large rise in 
prices ; if conditions of constant supply price prevail, there is no 
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rise in prices ; and if the supply curve were falling, there would 
be a fall in prices. 


VII 

The relief of unemployment by means of national development 
is often objected to on the grounds that it will cause a rise in the 
cost of living. The extraordinary fatuity of this objection is, of 
course, quite .apparent. There is nothing unnatural about the 
rise in prices caused by the building of roads. It will occur 
equally if employment in the production of consumption-goods is 
stimulated to an equal extent by more natural means (other than 
a reduction of costs). Indeed, if it is an improvement in world 
economic conditions that is the cause of increased employment, 
the cost of living will rise by considerably more than if the cause 
is the building of roads. And this for two reasons. In the first 
pliice, not only the whole of the secondary employment but also 
part of the primary employment will in this case be engaged in 
producing consumption-goods. For part of the primary employ- 
ment will be engaged in the production of commodities that are to 
be exported or that were previously imported, and some of these 
commodities will bo identical with commodities that enter into 
consumption at home. It follows that, for a given volume of 
primary and secondary employment, the output of home-pro- 
duced consumption-goods is greater, and therefore the cost of 
living is higher, if the cause of the change is an improvement in 
the conditions of world demand than if it is the building of such 
things as roads, whose production can be carried on without 
appreciably affecting the condition of supply of consumption- 
goods. But it is the second reason that is likely to be more 
important quantitatively. An increase in employment that is 
part of a general revival in world trade will be accompanied by a 
rise in the prices of imported consumption-goods (including the 
supremely important category of food) and of imported raw 
materials, while the rise in prices that is caused by a purely 
local policy of road-building will be almost entirely confined to 
that part of the national consumption that is ])rodu(^ed at home. 
The effect on the cost of living is, therefore, far more .serious in 
the former case than in the latter case. 

Even more fantastic is it to argue at the same time that road- 
building causes a rise in prices and yet that it is not rosponsiblo 
for any net addition to the volume of employment. The rise in 
prices, if it occurs at all, is a natural concomitant of increased 
output, to a degree indicated by the slope of the supply curve. 
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It is impossible to maintain at the same time that prices will rise 
and that there will be no increase in output. If the result, owing 
to the operation of some mysterious cause, of the construction of 
roads by the Government is an equal reduction of investment in 
other channels, there is no secondary employment and no rise in 
prices. But if it is a fall in the output of cmsumption'-gOQiis^ that 
compensates for the employment provided on the roads (as might 
comeivably bo the case if the Government raises the necessary 
funds by taxation rather than by borrowing), then the effect of 
road-building is to cause a fall in prices (on the assumption that 
production takes place under conditions of increasing supply 
price). 


VIII 

It should now be clear why it is hopeless to discuss the possi- 
bility of a rise in prices in terms merely of the saving on.tho dole 
and the increase in imports that result from increased employ- 
ment. These indeed are two factors, as wo shall see later, that 
determine the amount of the secondary employment. But before 
it is possible to deduce the magnitude of the change in prices, it 
is necessary to introduce the slope of the supply curve. Nor is it 
as simple as that. For the amount of secondary employment 
itself depends, as will be shown later, on the extent of the rise in 
prices by which it is accompanied. The two are uniquely cor- 
related, but the amount of secondary employment is effect as 
well as cause. The amount of secondary employment must be 
such that, together with the primary employment, it gives rise 
to just so much alleviation to the original investment (in the 
shape of saving on the dole, increased imports, and so on) as will 
account for the rise in prices that is appropriate to that amount 
of secondary employment. If the supply of commodities in 
general is perfectly elastic, there can be no rise in prices and the 
secondary employment must bo such as to make it so. If the 
supply of commodities in general is perfectly inelastic, there can 
bo no secondary omploymont and the rise in prices must be so 
great that the not secondary employment is zero. 

In general it can bo said that, for a given supply curve, the 
secondary employment is smaller the greater are the saving on 
the dole, the increase in imports, and the other alleviations that 
accompany a unit increase in employment. It follow’^s that it is 
perfectly true to state that the greater the extent of these allevi- 
ations, the smaller is the rise in prices that results from a given 
amount of road-building. But from such a view-point the problem 
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is liable to assume a peculiarly distorted aspect. It is not merely 
that there would be a failure to recognise the predominant 
importance of the supply curve — ^the fact, for instance, that if 
supply is perfectly elastic, there can be no rise in prices. It 
might also appear that the claims of road-building as a national 
policy are stronger if the alleviations (saving on the dole, increase 
in imports, etc.) are great than if the alleviations are small, 
because it is when the alleviations are great that the rise in prices 
is small. But in fact it may just be if the alleviations are great 
that road-building is least justifiable, for it is then that the 
seamdary employment is small — ^and the “ beneficial repercus- 
sions ” are weak. It is possible to imagine a case — ^it is very far 
removed from reality — where unemployed men who are set to 
work on making roads devote the whole of the net increase in 
their incomes to goods that have to be imported. There would 
then be no rise in prices — the alleviations are equivalent to the 
whole of the original investment. But road-making would be a 
far weaker economic proposition than it is in fact, for there would 
be no secondary employment. 

IX 

Perhaps it is not altogether inappropriate to pause at this 
point to consider the appearance of our line of approach in the 
light of Mr. Keynes’ new equations. The building of roads 
represents an increase in investment. But before it is possible 
to assess the net effect on the difference between savings and 
investment, it is necessary to bring into the account those allevi- 
ations which have already been several times referred to. Pay- 
ment of the dole represents negative saving, and the saving on 
the dole represents, therefore, an addition to total savings. An 
increase of imports, whether of consumption-goods or of raw 
materials, represents a diminution of the foreign balance and 
therefore of total investment. If entrepreneurs continue to spend 
the same amount of money on consumption-goods as before 
although output has increased, their savings, in Mr. Keynes’ 
sense, have increased. On the other hand, to the extent that 
non-wage-earners (and wage-earners who were previously in 
employment) increase their expenditure on consumption-goods 
irrespective of any increase in total output — whether as a result 
of the fact that they have more to spend, because of increased 
profits, or of the fact that prices of coasumption-goods have gone 
up — savings diminish : this is an aggravation. The now value 
of the difference between savings and investment, appropriate to 
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Mr. Keynes* equations, can only be deduced by subtracting the 
alleviations corresponding to the total new employment from the 
cost of the roads, and adding the aggravation. 

If the supply of consumption-goods is perfectly inelastic, there 
is no secondary employment and the problem is considerably 
simplified. It is only necessary now to consider the alleviations 
associated with a kriown volume of primary employment — and to 
subtract the aggravation. Prices rise by an amount corresponding 
to the difference between the cost of the roads and the amount of 
these alleviations. If the aggravation can be neglected, the rise 
in the price-level of home-produced consumption-goods is equal 
to the increase in expen^ture directed towards them by the 
roadmakers divided by their volume. This is the case when all 
productive resources available for the production of consumption- 
goods are already being utilised and, over a certain range of output 
and over a sufficiently short period of time, it is not possible to 
increase their output appreciably and there is no incentive for 
an appreciable reduction of output. 

But simplest of all is the case where it is not the supply of 
consumption-goods that is completely inelastic but total employ- 
ment that is fixed, so that if investment increases, the production 
of consumption-goods must diminish by an equal amount. Then 
there is no alleviation, since there is no change in employment, 
and if in addition the aggravation is negligible, the rise in the price- 
level of consumption-goods is simply equal to the cost of the 
now investment divided by their volume. This is the case to 
which Mr. Keynes’ equations apply in their full simplicity. It 
occurs when the whole of the factors of production are employed, 
and continue to bo employed, in producing either for consumption 
or for investment. 

At the other end of the scale is the case, very much closer to 
tho actual conditions that prevail to-day, \\'hero the supply of 
consumption-goods is perfectly elastic. Tho price-level of con- 
sumption-goods is then constant, and, however great may be the 
cost of the investment that is talung place in road- building, tho 
secondary employment will bo such that the total alleviation 
(minus the aggravation) keeps the difference between total 
savings and total investment at a constant amount (or, more 
accurately, at an amount that varies in direct proportion with 
the output of consumption-goods). 

But this conclusion — ^that under certain circiiinstancos employ- 
ment can be increased without any significant alteration in the 
difference between savings and investment — does not in the 
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slightest degree invalidate the causal force of Mr. Keynes’ aigu- 
ment. The motive force that increases employment is an increase 
in investment or a reduction in savings. As a concomitant of 
this increase in employment occur other changes in sctvings and 
investment which, partially or wholly, neutralise the effect on 
the difference between savings and investment of the change that 
is the cause of the increased employment. 

X 

It should now be clear that the whole question ultimately 
turns on the nature of the supply curve of consumption-goods. 
At normal times, when productive resources are fully employed, 
the supply of consumption-goods in the short period is highly 
inelastic. The building of roads carries with it little secondary 
employment and causes a largo rise in prices. But at times of 
intense depression, when nearly all industries have at their dis- 
posal a large surplus of unused plant and labour, the supply curve 
is likely to bo very elastic. The amount of secondary employ- 
ment is then large and the rise in prices is small. 

If there is in existence a large stock of surplus resources that 
are not very inferior to the worst of those that are actually being 
employed,^ the chisticity of supply is likely to bo very largo 
indeed up to the level of output at which this surplus would bo 
becoming inappreciable. Provided that output is not carried 
above this level, an expansion of employment bears with it 
only a very small rise of prices. The greater the depth of the 
depression, the greater is the expansion of employment that is 
associated with a given rise in prices. And the greater the expan- 
sion of employment that has already been secured by a policy of 
road-building, the greater is the rise in prices that accompanies a 
given further expansion of employment; for the short-period 
supply curve is concave upwards. It is clear, then, that if there 
is ever any justification for expenditure on “ public works ” as a 
means of reducing unemployment, the justification is greatest 
when depression is most severe; and the scale on which it is 
desirable that such a policy should bo carried on is also then 
most extensive. 


XI 

I turn now to a calculation of the ratio of secondary to primary 
employment, and I begin by assuming that the supply of con- 

^ As is, par excellence, tlio caso when tho ** short-timo '* method of working 
plant is in oporation over a wide field. 
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sumption-goods is perfectly elastic over the range that is in 
question. (The adoption at this point of such a sweeping assump- 
tion is to be regarded purely as a means of simplifying the 
treatment — ^it would be quite possible, on lines that will be 
indicated later, to begin with a perfectly general case.) An 
attempt will be made below ^ to assess the extent to which the 
results require modification in the light of the conditions that 
prevail in this country at the moment, and it will bo suggested 
that the modification is not very large. 

Let each man who is placed in employment receive a wage W, 
and let the increase in profits that is associated with the employ- 
ment of each additional man be P. Let the value of the increase 
in imports of raw materials and unfinished goods that accompanies 
the employment of each additional man bo R. For the sake of 
simplicity it will bo assumed that W and P are the same for 
both primary and secondary employment. 

Let the employment of each additional man involve a net 
increme in the rate of expenditure on home-produced consumption- 
goods of wiW out of his wages and of 7iP out of the addition to 
profits with which his employment is associated. Then the total 
increase in the rate of expenditure on home-produced consumption- 
goods is 

?aW "h 7iP. 


The direct result is a further addition to the volume of employ- 
ment “ of amount 


?aW -f- nV 
VV - l - P + R 


men 


~ m 


W 


w + P + 11 w + P + K “ * 


( 1 ) 


It follows that for each man placed in primary emplovment, the 
number who receive secondary employment is 

I - - £• 


And the ratio of secondary employment to primary employment is 


k 

1 ~ i 




» Seo p. 180 . 

* I am here considering the position in tiie final position of equilibrium when 
everything has soitlod down. But some time will, of course, elapse between the 
point when the primary omployinont begins and the point when the secondary 
employment roaches its full dimensions, because wages and profits atq not spent 
quite as soon as they are earned. I do not enter into the question of this time- 
lag. 
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Let the expenditure of an unemployed man (the “ dole ”) be 
U, and let a proportion m' of the increase that takes place in his 
income when he becomes employed be devoted to home-produced 
consumption-goods. 


Then m'(W-U) = mW; 



It can be seen that, for every man put to work on the roads, the 
volume of secondary employment is great to the extent that the 
dole forms only a small proportion of a full wage, to the extent 
that a man who becomes employed devotes a large proportion of 
the increase in his income to home-produced goods, to the extent 
that a large proportion of any addition to profits that accompanies 
increased output is spent on home-produced consumption-goods, 
and to the extent that increased production necessitates the 
import of only a small proportion of raw materials. The more a 
country approximates to a closed system and the smaller the 
dole in relation to a full wage, the greater is the ratio of secondary 
to primary employment. Now the United States constitute a 
better approximation to a closed system than do most countries 
and the ratio of the income of an unemployed American to that 
of an employed American is notoriously small. It may be 
expected, therefore, that the ratio of secondary to i)rimary 
employment is a good deal larger in the United States than in 
most other countries.^ A perfectly closed system, to go one 
step further, is the world as a whole. It follows, as is indeed 
quite obvious, that an international j)olicy of “ public works ” 
would be far more efficacious from the point of view of eac^h 
separate country than a purely local policy. Finally, as a limiting 
case, it may bo instructive to contemplate a closed system in 
which there is no dole,^ and in which any increase in profits that 
accompanies an increase of output is either negligible in amount 
or devoted entirely to consumption. One man put to work on 
the roads would then place all the remainder of the unem|)loyed 
into secondary employment.® 

^ Tho argument, can, of course, bo rovorsod to dcnl witli the secondary 
unemployment that accompanies primarj'^ iincinployincnt <luo to u decrease in 
the rate of investment. A slump in tlie rate of investment sproafl evenly nil 
over the world would fall more heavily in those regions, like tho United States, 
whore the dole is relatively low than in thoso rogions, liko this country, whoro tho 
dole is relatively high. 

* Or in which any saving on tho dolo results in an equal increoso of expendituro 
on consumption on tho part of taxpayers, etc. (see p. 170). 

• For a general statement of this possibility, to cover the cn.so when supply 
is not perfectly elastic, see p. 189 below. 
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It is a matter of considerable difficulty to make exact, or 
even at all approximate, estimates of the various quantities con- 
tained in the above equations. But it is hoped that, until more 
precise investigation can be undertaken, the following figures ^ 
will help to convey some idea of the orders of magnitude that 
are concerned for the case of this country at the present 
time. 

I shall assume in the first place that the cost of imported raw 
materials and unfinished goods entering into the addition to output 
that is associated with increased employment constitutes 


the retail price of the extra product. In other words, 
is supposed to be 1 shall then assume that 


R _ 
W + P + R 
W 

W + P + R 


(the ratio of marginal wages cost to the price of the product) is 
Voandthat^ ^p^^^is 

It also seems reasonable to suppose that when a man becomes 
employed, J of the increase in his income is devoted to imported 
finished goods (excluding the costs of transport and distribution, 
payment for which is to be regarded as expenditure on home- 
produced goods). In other words, I put equal to J. 

The estimate of the ratio of the “ dole to a full ^vage involves 
some consideration of the type of man who will bo drawn into 
employment by a policy of the kind that is under consideration. 
It seems 2 )robable that a moderate addition to the ranks of the 
employed would be recruited mainly from the younger of the 
unemployed, whose families are of less than the average size. 

It may i)orhaps be concluded that ^ is rather less than J. 


Thor© remains only the quantity /?, but hero assessment is 
largely a matter of guess-w'ork. The best that I can do is to 
suggest that it would be extremely umeasonable to suppose that 
as small a proportion as J of any increase that took place in the 
rate of business men’s earnings - would bo devoted to home- 
I^roduced consumption-goods. 

The following table is intended to indicate how' the value 
of the ratio of secondary to i)rimary em|)loyment, given in 


^ Thoy aro bast'd, for ilio most part, on statistii’al material that has been 
placod at my disposal V)y Mr. Colin tS. C’lnrk, to whom 1 sht)uld lik*' to express 
my grout gratitudo. But tho responsibility for tho statistical conclusions that 
I havo attempted to derive from this material rests entirely with me. 

* The part played by the earnings of small sliopkeepers, poor shai'eholdors, 
etc. is not to be overlooked. 
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the last column, depends on the values that are adopted for 
^and». 

W 7 P 1 B 

W + P + R “ 10* W + P 4- R “ 6’ 6' 


u 

n 

m = 

w) 

h 

k 

w 

(by equation (1)) 

1 - 

k 

3 

3 

10 


29 

20 

•94 

7 

4 

21 


60 

31 ” 

3 

7 

2 

3 

10 

21 


7 

15 

7 

8 

•88 

1 

1 

6 


47 

47 

•64 

is 

2 

12 


120 

73 ~ 

1 

1 

5 


43 

43 

•56 

2 

3 

12 


120 

77 


The first row of figures is possibly on the liberal side, as supplying 
an estimate of the ratio of secondary to primary employment, but 
it seems veiy much more certain that the last row is on the con- 
servative side. If we were to suppose that in actual fact the 
ratio is f , wo might, it may perhaps be suggested, bo erring in the 
direction of uuder-statement. 


XII 

The next step is to make an allowance for the fact that supply 
is not perfectly elastic. Under the conditions that prevail at 
the moment it seems reasonable to suppose that the short-period 
elasticity of supply is not less than 4, i.e. that a 4 per cent, increase 
in the domestic output of consumption -goods would bo accom- 
panied by a rise in prices to the ultimate comsumcr of less than 
1 per cent. It is now necessary to make an estimate of the 
elasticity of demand for these goods. If people’s expenditure on 
consumption-goods does not alter when their price-level is raised, 
the elasticity of demand for them is imity. But iictually it seems 
probable that people would spend rather more on consumption, 
and save less, if prices were to rise. To the extent that they 
would do so, the elasticity of demand is less than unity. On the 
other hand, many classes of consumj)tion-goods meet with foreign 
competition, either abroad, in the case of exports, or in the 
domestic market itself, and for them the demand may easily bo 
elastic rather than inelastic.^ iSetting one consideration against 
the other and assessing each so far as it is possible to do so, I 
suggest that the demand for home-produced consumption-goods 

^ But tho tendency of foreign competition to increase the aggrogat-e elasticity 
of demand for our goods is offset to some small extent by tho rise that takes 
place in the foreigners’ demand curve as a result of the expansion in our imports. 
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is likely to be inelastic rather than elastic, provided that small 
changes are under consideration. Let us suppose that the elas- 
ticity is unity. A 1 per cent, rise in prices would then, taken 
by itself, be responsible for a 1 per cent, contraction of con- 
sumption, and consequently of output. But we are supposing 
that a 1 per cent, rise in prices would bo accompanied by an 
increase in output of at least 4 per cent. It would appear 
then that when the output of consumption-goods expands by 
4 per cent., the extra expansion that would have taken place 
if there had been no rise in prices would have been less than 1 per 
cent. — and the total expansion would then have boon loss than 
6 per cent. It may bo concluded, on the basis of the assumptions 
that have been made, that the fact that supply is not perfectly 
elastic necessitates a reduction of the estimate of secondary 

employment of the last section by less than Such a small 

alteration is, of course, negligible. 

But even this conclusion is unduly conservative.^ It com- 
pletely overlooks the fact that a rise in prices is the cause 

of an increase in profits and that part of these increased 

profits is likely to be spent on home-produced consumption- 
goods. It can easily be seen that if the whole of the increase 
in profits that is the direct result of higher prices were 
spent on home-produced consumption-goods, then, on the basis 
of an elasticity of demand of unity, output would bo precisely 
the same as though there were no rise in prices at all. And if 
the demand for consumption-goods has an elasticity less than 
unity, then the same assum 2 }tion leads to the conclusion that the 
rise in prices actually causes the output to be greater than it 
would bo if there were no rise in prices. The less elastic the 
supply, the greater would bo the secondary employment ! This 
last result is mentioned hero mainly as a curiosnm — it is unlikely 
in practice that a sufficient proportion of the increase in profits 
that results from a higher level of prices would be devoted to 
home-produced consumption-goods — but the theoretical j^ossi- 
bility of its occurring is worth emphasising. 

XIII 

Let us return for a moment to the case, worked out in section 
XI, in which supply is supposed to be perfectly elastic. If N 

^ This Boction, and a considorablo portion of the rest of the article, is largely 
the result of the co-operation that I have received from Mr. J. E. Monde of 
Hertford College, Oxford. I must content myself witli a general acknowledg- 
ment, but it will, I hope, be clear that my treatinont is fundamontally based 
on work of Mr. Meeule's that is as yet unpublished. 



188 THE ECONOMIC JOURNAL [JUNE 

men are placed in primary employment, the total increase in 
employment is, by equation (2), 



For each man placed in employment the saving on the dole is U, 
the increase in imports of raw materials and unfinished goods is 
Bi in value, the increased imports of finished goods that result 
from the newly-employed man’s expenditure are (1 — m')(W — U) 
in value, and the sum of the increase in unspent profits and of 
the increase in imports of finished goods to which the newly- 
accruing profits are devoted is (1 — n)P. The total sum of these 
items is 

U + R + (1 - m') (W - U) + (1 - n)P 
= W + P + R — + nP), by equation (3) 

= (W + P + R) (1 — i), by equation (1). 

But we have seen that if N men are placed in primary employ- 

N 

ment, the total increase in •employment is ^ It follows that 

the sum of the.se items is N(W + P + R), which is precisely the 
value of the product of the primary employment, t.e. the cost 
to the State of the roads. 

We have then the following relation : — 

Cost of investment = saving on dole + increase in imports 
+ increase in unspent profits. 

The last head comprises that part of the increase in profits that 
is devoted neither to home-produced consumption-goods nor to 
imported goods. 

Now this relation, far from being the logical consequence of 
summing an infinite geometrical progression, is in reality self- 
evident in nature and is merely a particular case of a general 
relation, due to Mr. J. E. Meade, that covers the case when supply 
is not perfectly clastic, so that prices rise when employment 
increases. This general relation is a derivative form of Mr. 
Keynes’ formula for profits.^ In its most general form Mr. 
Meade’s relation runs as follows : — 

Cost of investment = saving on dole -f increase in excess of 
imports over exports increase in unspent profits — 
diminution in rate of saving due to rise in prices. 

* It i8 to ho iioIcmI that tlio wonl profits i.s licrc being employed in the ordinary 
sense of the differeneo between business men’s n^eeipts and tlioir outgoings, and 
not in the sense in which Mr Keynes employs the word. Hut it is clear that 
Mr. Meade’s relation is merely a special statement of Mr. Keynes’ general proposi- 
tion that “ profits ” are equal to the difference between investment and savings. 
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In this equation the second term on the right-hand side includes 
both the effect of increased employment in causing an increase 
in the volume of imports of consumption-goods and of raw 
materials and the effect of higher prices in causing an increase 
of imports and a reduction of exports. The third term com- 
prises the unspent portion (i.c. spent neither on home-produced 
consumption-goods nor on imported goods) of the profits that 
emerge, as a result both of greater output and of higher prices. 
And the fourth term allows for the increase in people’s expenditure 
that may result when prices go up. 

The relation can be deduced in an a priori kind of way by 
considering that money paid out by the Government to the 
builders of roads continues to bo passed on from hand to hand 
until it reaches one of the cuh-de-sac indicated by the various 
terms on the right-hand side of the equation. By utilising it as a 
basis, it should be possible to deduce a formula for the ratio of 
secondary to primary employment that is applicable whatever 
may be the elasticity of supply oi consumption-goods. 

This relation should bring immediate relief and consolation 
to those who arc worried about the monetary sources that are 
available to meet the cost of the roads. The increase in the 
excess of im]jorts over exports is equal, if gold is not flowing at 
an appreciable rate, to the reduction in foreign lending. So that 
if one is looking for sources outside the banking system, they are 
available to precisely the right extent. The cost of the roads is 
equal to the saving on the dole plus the reduction in foreign 
lending plus the increase in unspent profits minus the reduction 
in the rate of saving.^ 

In a closed system, such as the \vorld as a whole, the 
second term of Mr. Meade’s relation is ex hypothesi zero. If, in 
such a closed system, there wuro no dole (i.c. the unemployed lived 
on air) and the newly-accruing profits were devoted in their 
entirety to consumption, ^ the ratio of secondary to primary 

^ There are »«)mo wlio maintain that if a tariff caiisos an increase of foreign 
lending, lending at homo must nocosaarily be contracted in an equal degree. 
Without entering at all into the question of tho general validity of their point 
of view, it would appear possible to defeat them on their own ground by using an 
argument precisely analogous to the argument of tlio text. For if a tariff is 
successful in ca\ising an increase in foreign investment, funds will bo released, 
and will — if one likes to think of it in that kind of way —be available for foreign 
lending, to an extent exactly equal to tho inert^aae in foreign investment — ^just 
as tho building of roads (homo investment) releases funds exactly equal to their 
cost. 

• Or, more accurately, if tho newly-accruing profits remained unspent at a 
rate equal to or less than tho rate at wdiich savings are diminished as a result of 
the rise in prices. 

No. 162.— VOL. XLI. 
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employment would be infinite. No matter how small the elas- 
ticity of supply of consumption-goods, “ one man put to work 
on the roads would then place all the remainder of the unemployed 
into secondaiy emplo3rment.*’ Such a system would, of course, 
be unstable. A small decrease in the rate of investment would 
result in everybody becoming unemployed.^ 

XIV 

I turn now to the question of the quantitative importance of 
the saving on the dole. Mr. Meade’s relation tells us that it falls 
short of the total cost of the roads by an amount equal to the 
increase in the excess of imports over exports plus the increase 
in unspent profits minus the diminution in the rate of saving that 
may be brought about by the rise in prices. In a closed system 
there can be no change in exports or imports, and if only the 
increase in unspent profits were loss than the diminution in the 

^ It may, finally, bo of intorost to notice how Mr. Moacio's Tneihods can bo 
applied to deal with the controversy that is at present raging as to the effect on 
a country's exports of a reduction in its imports. If there is no change in the 
rate of homo investment, either in this country or in the rcst of the world, the 
effect of a tariff on this country's imports cim be represented ns follows. (For 
the sake of simplicity the effect of an alteration in j)riees on 1 he rate of saving is 
omitted. It can oafiily ho brought in if its presence is desired.) For this country : 

Decrease in excess of imports over exports saving on dole increase in 
unspent profits. 

For the rest of the world (considered as a single country) : 

Docronso in excess of exports over imports = loss on dole diminution in 
unspent profits. 

If it wore supposed that in the rcst of the world there is no “ dole ” (i.e, the 
unemployed live on air) and that bu.sine.ss men rotluco their expenditure on con- 
sumption to the full amount of any reduction in their profits, then it wt)iild be 
quite true that our tariff woidd cause such a largo reduction in the foreigner’s 
volume of output and employment that his piirchnsi's from us would fall by an 
amount precisely equal to the reduction of our imports. Exports then would 
pay for imports, even under those short-poriod conditions that imdorlio the 
argument. But this conclusion depends essentially on assiiinplions of an extra- 
ordinary degree of absurdity; and an examination of the actual conditions that 
prevail would, it may bo supposed, load to a result of an entirely different order 
of magnitude. Moreover, if wo ore to make absurd assumpt ions, it is hard to see 
why this country should not bo allowed to participate. Let us therefore supiioso 
that, in this country also, there is no dole and that busiiiess men devote to con- 
sumption the whole of any increase in their profits. Then it would follow from 
the above equation that tlie imposition of a tariff would cause such a largo 
increase in the volume of our output and i^mploymont that (leaving on one side, 
as irrelevant to the present argument, the effect on our exports of a rise in their 
price, as opposed to that of a fall in the foreigner’s demand curve) our imports 
would not contract at all in the aggregate. Wo might import loss manufactured 
goods, but we should import more food and raw materials. Exports would pay 
for imports — ^yes, but a tariff would cause no not reduction in our imports. 
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rate of saving, the saving on the dole would more than cover the 
cost of the roads. Now the world is a closed system. It follows 
that an international policy of digging holes and filling them up 
again would result in a net gain to the united treasuries of the 
world, provided only that business men could bo persuaded to 
be sufficiently spendthrift with the additions to their profits which 
such a policy would secure for them. Such a hope is almost 
certainly a vain one. But no account has been taken of the 
increase in the yield of taxation that would accompany an expan- 
sion of output and of employment. If the treasuries of the world 
were to gain as increased revenue an amount equal to the excess 
of the increase in unspent profits over the diminution in savings, 
the promotion, on an international scale, of perfectly useless 
“ public works ’* would still be profitable, even from a narrow 
budgetary point of view. Wo are probably still a little way off 
reality — but can it be so very far ? 

To consider international action of this kind is perhaps 
a little premature. More interesting is the question of the cost 
that this country would bo involved in if it were to act alone. 
Part of the benefit without any of the cost would then accrue to 
other countries. To the internationally minded this should not 
bo an objection —indeed this is one of the main respects in wliich 
the stimulation of homo investment is superior to the stimulation 
of foreign investment. Moreover, the adoption of a policy of this 
kind by this country would, by the force of example, induce 
other countries to adopt similar policies, in whoso benefits w'e 
should then take a shaiu. But I am content to consider the 
case whore this country acts alone and where the benefits received 
by the rest of the world are loft out of account. It follows from 
Mr. Meade’s relation that under conditions in wliich in a closed 
system the building of roads would just bo a sound ])ropositiou 
(from the narrow budgetary point of view), the national debt, if 
a single country acts alone, will be raised by the value of the 
increase in imports (and reduction in exports) which the building 
of roads will bring about. 


XV 

But lot us consider the saving on the dole in the case of tliis 
country in concrete terms. Let it be siq^posed that expenditure 
on road-building and other forms of homo investment mcreasos 
by £50 million per annum. The primary employment can then 
be supposed to amount to 250,000 and, on the basis of fi ratio of 
I, the secondary employment will bo 187,500 — to make quite 
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certain let us call it 150,000,^ so that the total employment will 
be 400,000. If the dole amounts on the average only to 253. a 
week, the saving to the Unemployment Insurance Fund will be 
£25 million per annum, which is just half the total cost. This 
£25 million the Exchequer can then afford to contribute out of its 
own resources — that is to say, out of the Sinking Fund in so far 
as the saving on the dole diminishes the rate at which the Insur- 
ance Fund is getting into debt, and out of the ordinary budget to 
the extent that the saving is in respect to tho cost of transitional 
benefit. 

We still have to allow for the increase in tho yield of taxation. 
For each man who is put into employment the money-income of 
the community increases by considerably more than £120 per 
annum (say in the form of profits £30 such increase in the 
value of output as a whole that takes place as the result of the rise 
in prices, and £90 as the difference between the wage and the dole). 
It seems reasonable to suppose that of this amount at least £15 
will be paid to the Exchequer in the form of taxation. It follows 
that if employment is increased by 400,000, tho revenue will 
expand by £6 million — and clearly this is an extremely conservative 
estimate. 

At any rate it would appear safe to conclude that tho E.xchequer 
would actually reap a net gain if it wore to subsidise capital 
investment to tho extent of one-half the capital sum involved. A 
necessary condition is, of course, that the work would not be 
undertaken if no subsidy were forthcoming. T1iis condition 
severely restricts the field over w^hich subsidies to investment 
arc applicable. But even if tho Treasury were to confine itself 
to railway companies and local authorities, it might reasonably 
be expected that tho payment of subsidies of onc-half of the 
capital cost would induce a very substantial increase in the rate 
of investment. 

Let us now take the case where tho whole cost is borne by the 
State. Let us suppose that tho Government, national and local, 
spends the £50 million per annum for three years, at the end of 
which time conditions may be imagined to have improved. Then 
if a saving of only one-half is allowed for, tho addition to the 
national debt (including the debt of local authorities) will bo 
£75 million, which, at an average rate of interest of per cent., 
amounts to an annual charge in perpetuity of a little over £2 1 
million, or about por cent, of tho present national income and 

^ Tliia is what tho socondary oinployincnt would Ix) if tho ratio of secondary 
to primary employment were only ][. 
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J per cent, of the revenue raised by taxation. For this, 400,000 
men are put into employment for three years and £150 million, 
equal in money-value to about f per cent, of the national capital, 
are spent on capital works. To suppose that the consequent 
increase in efficiency could lead to an automatic expansion in the 
yield of taxation equal to the whole of this interest charge of £2 J 
million would be quite unjustifiable — ^particularly when account 
is taken of the reduction in foreign investment that is associated 
with this increase in homo investment — ^but the increase of 
efficiency should certainly bo taken into account if one wants to 
consider how a policy of public works at the present time would 
affect the budgetary problems of the future. 

I turn now from the budgetary to the national standpoint. 
At first sight the natural line of approach might appear to be to 
regard the increase of £2sJ million in the interest payable on the 
national debt as a burden on posterity and to measure against 
it the increase in their national income that would result from 
£150 million having been spent in the past on schemes of 
a greater or less degree of permanent utility and from 400,000 
men having been given work to do for three years instead of 
having lived in idleness. If this view were correct, it would bo 
sufficient to show that the national income of posterity would be 
increased by at least £2J million as a result of this expenditure 
of £150 million, and then the policy would be fully justified 
without taking into account any of the benefits that it would 
confer on the present generation. 

XVI 

But this view is, of course, fallacious. The payment of 
interest on the internal debt is not a burden in the real sense of 
the term — it is a case of transfer expenditure. It is only if the 
policy results in a reduction of posterity’s income that it can be 
said to inflict a real burden. The only respect in which such a 
burden can be inflicted is as a result of the reduction in foreign 
investment that results from the policy. The expenditure 
of £50 million per annum for three years might reduce our 
annual balance of trade by, say, £20 million per annum, re- 
sulting in a total diminution of our foreign investment of £60 
million. The loss of interest from abroad on this £60 million 
represents, taken by itself, a real burden on posterity. But 
against it has to be set the benefits that will be permanently 
derived by increasing the national equipment at a cost of £150 
million and by rescuing 400,000 men for three years from the 
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deteriorating influences of involuntary idleness. It can scarcely 
be doubted that posterity would inherit an asset rather than a 
liability as a result of such a policy as we are considering. 

But even if there were a net real burden on posterity, it would 
still remain to set against its discounted value the benefit that 
would be derived by the present generation. Here the problem 
is a simple one, at any rate so long as the community is r^arded 
as a single entity. The aggregate consumption of the community 
is necessarily increased as a result of a policy of “ road-building,” 
for both the production and the importing of consumption-goods 
are stimulated. This increase in consumption is a measure of 
the benefit received by the present generation. 

And so long as the building of roads does not involve any 
diversion of resources away from the production of consumption- 
goods, it will continue to add to the rate of aggregate consumption 
of the community. Provided then that it does not result in an 
actual decrease in the rate of accumulation of capital, material 
and immaterial, i,e, })rovided that the benefit conferred at home 
is greater than the loss in respect to foreign investment, as it 
almost certainly would bo— there would appear to be no limit to 
the period of time during which it would be desirable to continue 
this policy of public works, except the very important one imposed 
by the condition that the factors of production emj)loycd in 
building the roads would, if the roads wore not being built, remain 
unemployed. 

But this conclusion reaches too far. The progressive increase 
in the rate of taxation that is necessitated when the national 
debt increases faster than the national income only fails to involve 
any real burden on the community as a whole if its “ announce- 
ment ” aspects can be neglected. As the rate of taxation becomes 
higher and higher, the “ announcement ” effects bwomo more 
and more serious — and it is on these linos that one would have to 
assess the undesirability of progressively increasing the national 
debt or of permanently retarding its liquidation. 

So far we have considered the community as a w'holo. It 
remains to say a word about the effect of road-building, while 
the roads are being built, on the real incomes of the various 
constituent classes of the community. There are two classes 
whose real incomes are certainly increased — the newly employed 
and the business class —and, to the extent that prices rise, there 
are two classes whose real incomes are diminished — those who 
were already fully employed and the rentier class. It has already 
been said that the real income of the community as a whole is 



1031] 


HOUB INVBSmBNT AND tTNBltfLOYMBNT 


195 


increased. Bat of more interest is the effect on the real income 
of vage-eamets as a whole, taking employed and unemployed 
together. 

This inTolves the question of the rise in prices that would 
accompany an increase in employment. Under the conditions 
that rule at present it seems certain that if 400,000 were put 
into employment, primary and secondary, the real value of the 
aggregate income (wages plus dole) of the wage-earning class 
would increase. But under conditions in which the supply of 
consumption-goods were considerably less elastic than it is likely 
to be to-day it is quite possible that an increase of employment, 
brought about in this kind of way, would entail a reduction of 
the real value of wage-earners’ aggregate income. But even then 
it would not necessarily follow that it would be contrary to the 
interests of wage-earners as a class for a policy of national invest- 
ment to be adopted. It' is too often forgotten that the main 
purpose of schemes of this kind is to reduce unemployment, and 
that unemployment does not fail to bo an evil when its persistence 
involves a higher real income to the wage-earning class than 
would otherwise be obtainable. If this were not so, it might 
often be in the interests of wage-earners to advocate steps that 
would still further increase unemployment. But unemployment 
is an evil in itself, it is an evil on account of the maldistributim of 
the wage-earners’ aggregate income that it usually causes, and it 
is .an evil, together with the depression of the industrial system 
with which it is generally associated, on account of its effect in 
retarding the rate of economic progress. 

XVII 

It is necessary, finally, to turn to the effect on the foreign 
exchanges of an increase in the rate of home investment. In- 
creased employment moans increased imports of raw materials 
and finished goods and, to the extent that prices rise, there is a 
further increase of imports and a decrease of exports. 

The result is that the not amount lent abroad by tliis country 
has to be reduced. It has been suggested above that the employ- 
ment of 400,000 men might mean a reduction in the balance 
available for foreign lending of £20 million per annum. Unless 
other factors are brought into operation, this reduction in 
lending has to be effected by a rise in the various rates of interest. 
If other things remain equal, there ensues some decrease in the 
home investment that flows along normal chaimels, and this 
partially offsets the increase in investment that takes the form 
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of road-building. It is important to assess the magnitude of this 
oounteracting effect. Two factors are involved : — (a) the sensi- 
tivity of foreign lending to the rate of interest, and (6) the sensi- 
tivity of homo investment to the rate of interest. It seems 
reasonable to suppose that, provided that the change that is 
under consideration is a fairly small one, the sensitivity of foreign 
lending to a rise in the rate of interest is considerably larger than 
the sensitivity of home investment. Moreover, under the con- 
ditions that prevail in this country at the present time, an increase 
in home investment, in the form of road-building, provided it is 
not undertaken on too large a scale, will result in a considerably 
smaller diminution in the amount available for lending abroad. 
It may therefore be concluded that it is not necessary to make 
any substantial deduction in respect to the effect of the rise in 
the rate of interest. 

But if an attempt is made to increase home investment by a 
very considerable amount, the reduction in foreign lending is 
likely to be relatively greater — ^because a less elastic portion of 
the supply curve for consumption-goods will now come into opera- 
tion and because the demand for goods that meet with foreign 
competition is likely to become more elastic as their price is 
raised.^ It also seems likely that the sensitivity of home invest- 
ment to a rise in the rate of interest becomes greater as the extent 
of the rise in the rate of interest is increased. It may, therefore, 
be concluded that the case of an extremely bold policy of road- 
building might necessitate more serious consideration of the 
effects of the rise in the rate of interest on home investment. 
But even then it must not be forgotten that the whole point of a 
policy of public works is that it enables an increase in the rate 
of home investment to take place without that fall in the rate 
of interest that would be necessary if we were relying on private 
enterprise. The fact that it necessitates some rise in the rate of 
interest is not in itself a valid objection. 

But there are available, of course, methods for curtailing, 
partially or completely, the necessity for this rise in the rate of 
interest. In the first place, there arc the various devices that 
could be employed with the object of restricting the freedom of 
foreign lending. Secondly, there is the possibility of combining 

^ On the other hand, the ratio of secondary to primary employment is likely 
to be less and, therefore, the ratio of the increase in employment (to which a 
portion of the increase in imports is directly proportional) to the cost of the roads 
is likely to be less. It follows that the reduction in foreign lending may be 
relatively less when many roads arc being built than when only a few roads are 
being built. 
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a vigorous policy of home development with the imposition of a 
tanff. By combining the two measures in suitable proportions, 
it would be possible to maintain the value of imports at its present 
level. In this way each would bo freed of one of the main 
objections that can be raised against it. The strain inflicted by 
road-building on the foreign exchanges would very largely dis- 
appear and the tariff would fail to impoverish our customers. 

So far it has been supposed that a policy of national invest- 
ment has no influence on the schedules of people’s desire and 
ability to carry on investment at homo and to lend abroad. This 
is a manifestly unwarranted supposition, but two opposing forces 
have to bo reckoned with, and it is not at all clear where the 
issue lies. 

An increase of output, and of the margin of profit that goes 
with it, cannot, taken by themselves, fail both to increase the 
attractiveness and to facilitate the process of investment at home. 
It is quite obvious that this effect is of great quantitative import- 
ance. If there were no opposing forces in operation, it might 
easily happen that, in spite of the rise in the rate of interest, the 
ordinary processes of home investment would be promoted rather 
than retarded by a policy of public w^orks. 

This supposes that the state of general confidence is not 
affected. There is strong justific«ation for concluding on a priori 
grounds that the inauguration of an active economic policy 
would promote confidence rather than upset it. But this is not 
a valid reason for disbelieving the warning, so frequently put 
forward at the present time, that an extensive policy of public 
works would promote a feeling of distrust. For the state of con- 
fidence is a function of what people are thinking, even though 
their thinking may be completely irrational, and therefore only 
those who are in touch with the minds of the people are competent 
to pass judgment on this question. 

A lowering of confidence may operate in two ways. It may, 
in the first place, reduce people’s willingness or ability to carry 
on real invostrnont at homo. But also of great importance is its 
effect in increasing people’s desire to hold their money abroad 
rather than at home. To the extent of the increased pressure to 
lend abroad, to which the phrase “ flight from the pound ” is 
often employed to give exaggerated prominence, the rise in the 
rate of interest that is necessary to protect the exchanges becomes 
greater, and its depressing influence on the rate of homo invest- 
ment also becomes greater. 

But it is very difficult to believe that the dangers are as great 
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as is often suggested. There can be no doubt that close contact 
with men of affairs must lead further towards a realisation of 
these dangers than can a priori reasoning. The only question is 
whether it may not lead too far. When a practical man declares 
that a policy of national development would result in a flight 
from the pound/’ his judgment is really valuable only if he means 
that he himself would fly from the pound — and if he really would 
undertake the flight when the occasion arose. But too often the 
economic theory held by the business man bears little relation to 
his own practices — ^it is only if the practices of himself and of 
others like him were different from what they are that their 
theories could be correct. When a business man’s theory involves 
a hypothesis about men’s behaviour to which his own individual 
conduct fails to conform, he cannot be regarded as a very much 
sounder judge than the theoretical economist. 

R. F. Kahn 


King's College, 
Cambridge, 



MARSHALL’S TIME ANALYSIS 

As early as 1881 Marshall was conscious of difficulties in 
economics because events are not continuous in time. He would 
write of normal results in order to meet the problem, but 
“ admitted that there are several difficulties in the way of a precise 
definition of the period of time to which normal results 
apply . . ^ The difficulties were not seriously grappled with 

until the publication of the Principles, which is marked in its 
successive editions by an increasing concern with the time 
problem. Neo-Marshallian thought in England has absorbed 
Marshall’s main division between long and short periods, although 
it is not unconscious of the imperfections in the analysis.^ 

Unnecessary difficulties exist in Marshall because he also 
stressed the continuity of time in nature and considered that the 
construction of time divisions to achieve logical precision involved 
loss of touch with real life.® 'riiere is confusion here because he 
temporarily overlooks the fact that the time problem arises from 
the discontinuity of economic events in time. The confusion 
worried him, because it was continually turning his mind towards 
the conflict between theoretical construction and the applicability 
of theory to “ practical life.” An appeal to analogy in physics, 
where time is often measured in terms of operations other than the 
rotation of the earth on its axis, would have made clear the 
relation of the tool which Marshall was forging, to Nature’s con- 
tinuous time.'* When he distinguished long and short periods he 
was not using clock-time as his criterion, but operational ” 
time, in terms of the economic forces at work. Supply forces 
were given the major attention, and a time was long or short 
according as it involved modifiability or fixity in some chosen 

* Economics oj Industry, socoiid edition, p. vii. 

* Cf. Memorials of A Ifrcd Marshall, pp. 43 and 417; and Edgn'orth, Papers, vol. 
II, p. 215. 

* Professor Robbins is wrong (EcoxoMif! Joi-rnal, 1930, p. 200 note) in 
suspecting mo of “ tho 0 ])inion that tho aversion from heroic abstraction was a 
virtue in Marshall in that it made his constructions more realistic.’* My thesis 
in " Dio Quasirento in Marshalls Lehrgebtiiide ** (Archiv fiir Sozialmssenschaftnnd 
Sozial’polUik, lid. 60, H. 2.) was, in fact, the necessity of ignoring the confusing 
referonces to the surplus aspect of rwit in order to got a logical interpretation of 
Marshall’s doctrino of quasi-rent. 

* Cf. P. W. Bridgman, The Logic of Modern Physics, 1927, pp. 69 ff. 
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forces on the supply side. The greater the modifiability of the 
supply forces the longer the period of time under discussion, 
irrespective of the length in clock-time. 

Thus the fundamental idea is a very simple classificatory 
device. Yet Marshall was continually led into confusion, by 
making indefinite allusions to the continuity of clock-time, and was 
even driven to assert that the occasions when it is necessary to 
separate long and short periods sharply are neither frequent nor 
important.” ^ The use he makes of the tool, however, shows that 
short and long periods are necessarily divided by definition, since 
all periods are short during which changes in the supply of factors 
of production cannot exert a dii*ect influence upon prices of com- 
modities; and periods are long 'per contra which exhibit this 
direct influence. The distinction may vary, because different 
assumptions may be made with respect to what is included in 
“ factors of production.” In this sense short and long jjeriods 
may “ shade into one another,” but the shading has nothing to do 
with the continuity of time in Nature. The di^vice is directly 
connected with the method of abstraction which is, according to 
Marshall, a part of the method of tliis as of other sciences. In 
fact it may be said to be an examifle of the bit-at-a-time method, 
which isolates forces by assuming that other forces whose effects 
follow more slowly are non-existent. 

The various editions of the Principles abound in false leads 
traceable to this time confusion. It was the reappearance of the 
idea of continuity in clock-time that brought Marshall to the 
concept of the stationary state. The latter is less prominent than 
what he liked to call the “ statical method ” ; he does not discuss 
explicitly the relation of cither to the bit-at-a-time method in 
general, or to the time analysis in particular, but since the relation 
is close, it will receive considerable attention in the following 
exegesis.^ 


I 

A famous footnote introduces the stationary state. After 
asserting that the varying lengths in clock-time of a long period 
prevent “ any rigid division being made between long and short 

^ Principles, first edition, p. 416. 

* I have substantially oollaterl all the oditiuns of the Principles, for this and 
other purposes, anrl I find the nomparison illuminating. Many changes are only 
in schemata, and not important for the oxogesist; but they would bo most 
troublesome if Professor Robbins’ excellent suggestion of a varumtm edition wore 
pursued. 

• Principles, first edition, p. 416. 



1931] 


mabshajll’s time analysis 


201 


periods,” Marshall adds, “ in fact a theoretically perfect long 
period must give time enough to enable not only the factors of 
production of the commodity to be adjusted to the demand, but 
also the factors of production of these factors . . ad infinitum, 
“ And when carried to its logical consequences, this will be found 
to involve the supposition of a stationary state in industry.” 
No comment is added, and we are left to surmise the significance 
of these “ logical consequences ” for Marshall’s time analysis. 
Yet it is clear that Marshall’s own analysis need not be pushed to 
such a logical extreme. The same kind of criterion which dis- 
tinguishes short from long may be used to distinguish long from 
longer periods.^ A selection may be made among the forces so as 
to exclude from consideration changes in factors of production 
beyond the first order. 

This may explain why Marshall insisted upon the difference 
between his and Clark’s analysis. It is easier to reason about 
a stationary state than about an approximation to a theoretically 
long period ; the assumption initially of a broad range of fixed 
conditions annihilates a groat part of the Marshallian analysis, 
and achieves immediately even less approximation to real life. 
The useful part of the stationary state hypothesis comes with the 
introduction of relaxing, disintegrating jissumptions. With the 
first relaxation a relatively small area is isolated, which can be 
concentrated upon. Marshall w’^ould arrive at his small isolated 
problem directly without first setting up the hypothetical mam- 
moth ; and he might never build up his shorter or longer period 
analysis into a theoretically perfect long period. Hence there 
was some point in his emphasising his static method against Clark’s 
static state, while at the same time admitting that fundamentally 
they might amount to the same thing.^ There may be important 
differences in consequence of using the methods. The employ- 
ment of the “ static state ” constitutes a real temptation to dwell 
unwisely upon the action and reaction w ithin a mighty fiction — 

* Mr. llarroci Iihh stiitod this point diffon’iitly. Ifo woiilil take a dofiiiito 
length of timo, a, ninl classify “ short-period supjik'mcntary costs . . . into those 
which are prime and those which are 8up])lompntury relatively to a (Economic 
Journal, 1930, p. 230). Since s is arbitrarily chosen, prime and supplementary 
relative to it will depend upon the modifiability of the supidy of the various 
factors of production in tho time at. Hut also the short-period supplementary 
costs ** doeomjiosod with roforeiico to s depend for their attribute smiplemen- 
tory ” upon the modifiability of supply in some other interval of time. Tho 
operation is being performed twice over, and the sigiiifieanee of if is that of a base 
lino. 

■ ManorinUi, p. 416. And sec esjieeially tho most illuminating note in the 
preface of tho fifth edition of the Principlvi*, p. xii. 
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to indulge in Gedankenspielerei ; whereas MarshaU’s method of 
dissection must pass, step by step, his scrutiny of real life, making 
it difficult to accumulate cobwebs. 

It is true Marshall could not put the stationary state concept 
wholly behind him. He suggested in the first edition that the 
supposition of an almost stationary state ” is the best intro- 
duction to distribution and exchange.^ Actually, little or no use 
is made of the suggestion, and in the second edition the idea is 
dropped. But while the concept lost ground in Book VI, it gained 
in Book V, where it was used in connection with a new discussion 
of average and aggregate expenses of production.® In the real 
world, where conditions are changing, “ average or “ aggregate 
expenses of production have no exact and definite meaning. The 
reason is that the values of appliances of production (and therefore 
the costs relative to them) cannot be taken for granted without 
reasoning in a circle. Yet the concept may be used for special 
purposes “ with an artificial interpretation clause.** The only 
example given is the case of a stationary state — this time “ i)er- 
fectly stationary.** There, knowledge anti prediction would be 
perfect, expectations would always be realised, costs would bo all 
direct and definite, and time would bring no problems. 

It is difficult to discern “ the many points in economics ** 
which are usefully illustrated by the hypothesis of such a stationary 
state. No explicit statement is forthcoming from Marshall. At 
the most the purpose would seem to bo the negative one of showing 
that things are not so simple when dillerent events occur with the 
passage of time. In fact a pretty summary rejection of the device 
is implied when Marshall objects that “ it is the nature of such 
hypotheses to be treacherous guides if pursued far away from their 
starting-point ; they soon lead us into a region of unreal abstrac- 
tions, and, in particular, this one is not suitable for tliat part of the 
pure theory of equilibrium of normal demand and sui)ply . . . 
which relates to industries that obey the Law of Increasing 
Return . . .” » 

• First edition, p. 540. 

• Second edition, pp. 480 ff., and third edition, pp. 500 ff. Marshall says 
(second edition, p. 480) that the preceding chaptfirH have thrown somo light on the 
relation of normal supply price to “ so-callcd ‘ average ’ cx|}eiiscR of pro<liirtion ” ; 
but I can find no explicit treatment of average expcnscK or average supply price 
before this point. Nor can I find anywhere a definition of “ so-called av*?rago ” 
expenses. 

• JOiet., pp. 484-485, my italics. It was at this point that the analysis 
relating to the Partir;ular Nxpcuisos Curve was first introduced, apparently to 
illustraio the special case of a stationary state. The latter is discusMod further 
below. 
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There remains, however, the statical method, first considered 
in the second edition, where it is introduced in the discussion of 
the difficulties which spring from the impossibility of discussing 
“ at once the effects of all the causes at work.” Provisional 
abstraction from some causes is necessary, and results in a certain 
rigidity in the demand and supply schedules which does not really 
exist. This difficulty is a special case of the more general one 
involved in the statement that “ economic problems are imper- 
fectly presented when they arc treated as problems of statical 
equilibrium, and not of organic growth.” ^ Yet the statical 
treatment is a necessary introduction, because it “ alone can give 
a definiteness and precision of thought.” As an analytical device 
Marshall did not consider it perfect, and thought a great advance 
might be made if the changes in the forces abstracted from could 
bo expressed as a “ function of time itself.” In particular this 
would mean expressing '' normal demand and supply price as 
functions both, of the amount nonnally produced and of the time 
at which that amount became normal.” At least efforts to extend 

* Second edition, j>. 4!)6. 

* IbUt,, my italics. This st-atoiiiont recurs in nil the editions. The exact 
meaning would be clearer if Marshall had devoted a note in tlio Mathematical 
Appendix to elucidate 'the nature of tho functional relation between price and 
** the time at which that amount became normal.” The point is an important 
ono ; yet the fact that it <'onc('rn.s so many parts of MarshalFs theory compels me 
to restrict the consideration of it hero to a note. Some passages relevant to tho 
above-quoted stnt(?mcnt dis<’lo.so Marshairs doubts and perhaps provide a clue to 
his moaning. In tho thirrl edition he explains in a footiioto that the advance in 
theory would involve tho use of three co-ordinate diagrams — tlcmand and supply 
surfacos instead of normal <leiiiund and supply curves (p. 516, note 2). Tho 
improvement envisaged is to “ represent roughly, as a function of time itself, tho 
chief of tho changes in those elements which wo are not especially consulering *' 
(p. 510, omittod in the fourth edition). He adds, ” events external to tho special 
ehangos which wo are considering ” (which cause cliangcs in price other than those 
duo to a change in the vohimo of output) ” may cause the prices set against any 
given annual (or daily) consumption and production of tho commodity to cease 
to bo its normal demand and supply prices for that volume . . . [and] //fuy render 
it nocossary to make out a now demand schedule or a new supply schedule . . . ** 
(p. 617, my italics — omitted in tho fourth edition). Marshall does not <*omment 
upon the qualification implied in tho use of tho coiidif ional. In any case ho seems 
ti> bo concernod with tho differoiwe between tho theoretical and the historical 
curve. 

In tho fourth edition a difTorent obstacle in deriving the function of time ” 
is soloctod for discussion, that duo t-o the varying lengths of time required to 
roalise tho difforoiit oconomies pertaining to different increases in tho scale of 
production. Tho complex dovico of surfaces built out of curves is suggested as 
a moans of getting “ much nearer to nature.” Tho curves, say n in number, 
would depict tho economies resulting from increasing output when tho time over 
which tho iiicroasos wore spread was allowed to vary from, say, one to n years by 
intervals of ono yoar. Kach curve would have on it tmr point n'j>n'seiitiiig ” tho 
amount which, so far as can bo foreseen, sooins likely to be Ihe normal amount 
for ihe year to which that ctirre related ** ; and tho group of such points would 
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the analytical device in this way might lead to improved '' methods 
of study of social and economic history and statistics ” with the 
object of filling many empty boxes. 

If we ask whether the static method was used by Marshall to 
impart definiteness and precision to economic thinking it will be 
necessary to consider the particular case above-mentioned, the 
assumption of rigidity in the demand and supply schedules. In 
the privately printed chapters on “ The Pure Theory of Values,” 
curves were said to be rigid when in the passage of time it was 
possible to proceed or recede along the curves. The assumption 
of rigidity cannot be carried over to practical problems of shrinkage 
in supply, but only to problems of the resistances which must be 
overcome before an increase in supply is possible. In cases of 
recession the retention of economies necessitates rc-drawing the 
curve. Rigid curves would seem, according to Marshall’s view 
here, to do greatest service in suggesting practical problems rather 
than in deducing practical conclusions.^ 

The same kind of idea was expressed in 1 890, but with a different 

form a curve wliich “ would bo a fairly true loiig-i>criod normal supply curve . . . 
of incroaaing return ” (pp. U 19-520, note 3, my italics). Marshall would prob- 
ably regard this as an elaboration of tho thoorolical curves of tlio third edition 
{supra It but ho neithor discusses tho shape of tho individual curves nor raises tho 
question whether tlie derived curve is historical or theoretical. 

A later footnote (third edition, p. 518, fourth edition p. 524, »^cvcnth edition, p. 
463) is also pertinent. It asserts unqualifiedly that a chango in normal demand 
and supply prices involves drawing a new curve. ** If the change is \jrailnal^ tho 
supply curve will assume in succession a series of ]K>sitioiis . . . and in this way 
we might have represented tho olTocts of that gradual improvf*ment of industrial 
organisation which arises from an increase in the scale of production, and which 
we have roproseiited by assigning to it nn influence upon the supply price- for 
long-period curves (my italics). Reference is then made to Cuiiynghame’s 
proposal that “ a long-period supply curve should bo regarded as in somo manner 
representing a series of short-period c*uivch,” each individual curve assuming 
throughout “ that develoiunent of industrial organisation which projjorly Mongs 
to the scale of production represented by tho distance from <hj of tho point in 
which that curve cuts the long-period supply curve. ...” Tho proposal is neither 
accepted nor rejected explicitly, but tho Memorials (p. 451) suggests tho latter. 
Nor is any hint given that it is connected with Marshuirs own vision of a surface 
representation — unless, indeed, tho persistent and apparently irrelevant reference 
to the matter finally included in p of Apiiendix A is a misdirection. It may bo that 
Marshall intended tho assumption of gradual chango (supplanting the assumption 
of changes attributable to nn increase in production per se) to justify his repre- 
senting tho effects in a normal supply curve instead of in a more complex surface 
diagram. TJio main problem of tho lino of division between phenomena which 
he includes in tho normal supply curve and phenomena which ho assumes to cause 
a shifting of tho curves remains undcidded. But it seems clearly open to him 
to admit that any given curve has a limited theoretical scope, and that ** curves 
built out of shifts in curves may be purely historical records. 

The Pure Theory of JJotnestic Values (1879), pp. 13-14. 
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twist. An assumption of “ a certain rigidity ” in the demand 
and supply curves is involved in the “ most abstract form ” of the 
theory of equilibrium. The rigidity does not exist, but the theory 
assuming it gives definiteness to our ideas ; and in its elementary 
stages it does not diverge from the actual facts of life so far as to 
prevent its giving a fairly trustworthy jneture of the chief methods 
of action of the strongest and most x>crsistcnt group of economic 
forces.*’ ^ Only when it is “ pushed to its more remote and 
intricate logical consequences ’* does it diverge widely from the 
conditions of real life and cease to be of use in practical problems. 
The chief cause of the divergence (and therefore we must infer the 
chief reason for the assumption) is the impossibility of receding 
along curves which represent accurately enough the conditions of 
advance. This is especially true in problems involving multiple 
positions of equilibrium, that is to say (as it was later put) in the 
case of increasing return.^ The new twist lies in the assertion that 
in the elementary stages it represents real life accurately enough 
to give a trustworthy picture, in contrast to the conclusion in the 
“ Pure Theory ** that its main function is to raise problems. If 
the two statements mean the same thing, it is unfortunate that 
Marshall was not clearer. 

The reasoning about rigid schedules uas retained in the 
second edition, when tlio more general case of the static method 
wjis exiioundcd, and no change in content or form occurred in the 
third. In the fourth edition, however, fairly radical changes in 
arrangement wore made. The discussion of stationary state and 
statical method is transferred from chap, xi to chap, v of Book V, 
and this important chapter on normal demand and supply in 
reference to long and short [leriods is given substantiall}^ its liiial 
form. A greater awareness and more conscious handling of the 
time element than before characterise this and other chapters.^ 
Thus “ the clement of tiiiio is a chief cause of those dillicultics . . . 
which make it necessary for man with his limited jiowers to go step 
by step ; breaking uj) a complex question, studying one bit at a 
time. ...” * Narrowing the scope of the x^roblcni by the use 
of the pound ceteris paribus increases the exactness of the solution, 
but, it is boldly confessed, diminishes the corrcspondencc with real 

* first cUitioii, p. 42,'5. 

* Marshall recognises explicitly Hint the reneoning applies to incrensing and 
decreasing returns — •which was iniplieit in the “ i'liro 'Iheory.** Iroin^tho third 
to tho fourth oiUtions “ increasing n'tunis ’* was substituted for “ iniiltiplo 
positions of equilibrium (of. tho cliaiig© in tho cnj)tioii of Hook \ , chaj*. xi). 

* Cf. tho note at p. 496 on Nicholson’s blindness to tlio real sigiiificniKo of the 

time analysis. * Fourth edition, p. 43S. 

No. 162.—VOL. XLi. 
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life. It is the best way to proceed, because a grasp of the narrow 
issue is essential to the treatment of broader issues in which it is 
contained. Gradually by this means ‘‘ exact discussions can be 
made less abstract, realistic discussions can be made less inexact.” ^ 

The fiction of the stationary state is then introduced as the 
first step in studying the infiuence of the time element upon the 
relation between cost and value. It seems at first that its function 
might be merely to show by contrast that the problem of value in 
the real world is not simple ; that only in such a state could the 
“ plain rule . . . that cost of production governs value ” be true. 
However, the function of the fiction is not exhausted with its 
depiction, for Marshall proceeds to state what happens when the 
stationary state is modified. His marginal S3mopsis, which should 
be twice meditated, states that modifications of the fiction . . . 
bring us nearer to resA life and help to break up a complex 
problem.” ^ The method involved in the gradual “ relaxation 
of the rigid bonds of a purely stationary state ” would seem to 
have some commendable consequences. Yet the consequences 
are not identical with those of the employment of the bit-at-a-time 
method. In the discussion of the latter the breaking-up of the 
problem was said to cause a divergence from real life. There is no 
inconsistency if the brcaking-up of the problem in the case of the 
stationary state hypothesis only approaches real life from the far- 
off starting point given by the original assumptions. In fact 
this would leave Marshall a ground for choosing his own method. 

The need for interpretation docs not stop here. If a stationary 
state is postulated and then gradually modified, we approach 
“ the difficult problem of the interaction of countless economic 
causes.” Violent assumptions are necessary in this approach, 
and Marshall inplicitly contrasts with it “ w^hat is, not quite 
accurately, called the statical method,” and says — here again 
by implication — that this is the type of analysis he would favour. 
It consists of fixing upon some central point, which is supposed 
“ for the time to be reduced to a stationary state ; and we then 
study in relation to it the forces that affect the things by which 
it is surrounded, and any tendency there may be to equilibrium 
of these forces.” ® Marshall does not make clear whether this is a 
reiteration of the bit-at-a-time method or whether it is a separate 
part of the procedure. From the statement that a number of 
such partial studies may contribute a solution to problems too 
difficult for treatment en bloc, the correct interpretation would 
appear to be the former. But if that is so, the statement here 
^ Fourth edition, p. 439. * IbvL, p. 441. » Ibid,, p. 441. 
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does not conform to the description of the method abeady given, 
because instead of allowing one force to vary, and impounding the 
rest, one is reduced to a stationary state and the rest are allowed 
to vary. The only escape from the inconsistency would be to 
interpret Marshall to mean that the action of the forces upon the 
things surrounding the fixed central point is the field for the 
operation of the bit-at-a-time method. One is forced ruefully 
to remember, with Marshall, that an economist’s method is likely 
to be better than his description of it. 

Above these difficulties of interpretation it stands out clearly 
that Marshall’s method involves selecting and classifying the forces 
at work, and of the possible criteria of selection the best is ''accord- 
ing to the periods to which they refer.” The famous fishing-industry 
example illustrates the use of time as the basis of classification. 
Day-to-day oscillations in price (market prices) are the ones 
” governed by practically the same causes ... as in the sup- 
posed stationary state.” ^ Not only a theoretically perfect long 
time, but also the shortest practicable short period is equivalent 
to a stationary state. Wo must supply the reasons, which are 
simple : in the x^erfect long x^eriod all forces exhaust theb effects 
and none need be abstracted from ; in the very short period there 
are only insignificant indirect effects of longer time forces, and 
since presumably the weather varies even in the stationary state, 
the market prices there are determined almost exactly as in real 
life.^ No problem of statical method versus stationary state 
seems to arise in these cases. In fact there appears to be no scope 
for the application of the statical method in so far as it involves 
deliberate restriction of the problem. 

A large middle ground remains, however, and this Marshall 
would apjiear to have in mind when he states that ” relatively 
short and long x^criod problems go generally on similar lines.” 
Both involve the use of “ that paramount device, the partial or 
total isolation ... of sonic set of relations,” with the object of 
introducing order into the differences and similarities between 
many sueh sets. ” But there is a broad distinction between the 
two cases. In the relatively sliort-period problem no great 
violence is needed for the assumption that the forces not especially 
under consideration may be taken for the time to be inactive.* ^ 
On the contrary, ” violence is required for keeping broad forces 
in the pound of Ceteris Paribus ” for a long period. Because it is 

* Fourth edition, pp. 441-442. , . 

• The qualification is necessary because of the reference to future supplies m 

real life. * Fourth edition, p. 461 note. 

P 2 
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not safe to neglect the cumulative effects of forces over, say, a 
generation, even provisionally, the uses of the statical me^od 
in problems relating to very long periods are dangerous; care 
and forethought and restraint are needed at every step.” This 
is particularly true in the case of increasing returns, where the 
most alluring applications of the method are to be found.” 

The danger Marshall would avoid is reasoning to conclusions 
not in consonance with real life. But is the warning given in the 
simplest form, and the one most in keeping with his time analysis ? 
If the distinction between long and short i)eriods turns upon the 
assumption of constant and variable forces, the warning reduces 
to this : take care to weigh all the forces whose effects are observ- 
able in the clock-time under consideration. As used by Marshall, 
the ” operational ” time division satisfied his demand for corre- 
spondence with real life because the selection of forces which gives 
the dividing line is in accordance with practical hapt)enings. H is 
statical method docs not exhibit a contrary spirit, in spite of its 
failure temporarily to show conformity with real life, simply 
because in constructing the final edifice it is possible by some 
means to make allowance for small lapses from reality in the parts. 

II. 

The validity of the statical method is further discussed in a 
chapter labelled “ Equilibrium with Reference to Increasing 
Return.” ^ That its usefulness is restricted to the “ elementary 
stages” of its employment is repeated ; the corollary, that there is 
“ no scope in economics for long chains of reasoning,” is indicated. 
In general the “ Statical theory of equilibrium is only an 
introduction ” ; in the case of increasing returns Marshall shows 
still less faith, for then it is “ barely even an introduction.” And 
the very pointed w'arning is issued, that because “ its limitations 
are so constantly overlooked . . . thei'c is a danger in throwing 
it into a definite form at all.” * 

The preceding was, in the fourth edition, discussed more fully 
in a note called “ The Pure Theory of Stable and Unstable 
Equilibria,” which became in subsequent editions, Appendix H, 
with the title Limitations of the Use of Statical Assumptions in 
regard to Increasing Return.” If there is any culmination in 
Marshall’s discussion of the static method, it is in this much- 
cogitated part of his work. Apart from one or two minor changes, 
which are indicative of reflection upon the matter between 1898 

^ So called first in the fourth edition, chap, xi ; which is chap, xii of later 
editions. ‘ Fourth edition, pp. 615-516. 
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and 1907 (the fourth and fifth editions), there is only one point in 
Appendix H not contained in the Note. That is important 
enough to bring out at once. In considering the peculiarities of 
the theory of equilibrium under increasing return, Marshall 
asserted, “ The central point is that the term ‘ margin of pro- 
duction ’ has no significance for long periods . . . therefore . . . 
the term ‘ margin * should be avoided.” ^ Commodities conform- 
ing to the law of increasing return do so only in the long period ; 
in the short period all show decreasing return, Jind of course the 
term margin may be used in all such cases. When, in longer 
periods of time, the “ tendency to increasing return is an effective 
force, there is no clearly defined marginal product,” and the 
analysis must take a different turn. Marshall distinguishes three 
aspects of the difference : the unit must bo larger than when use is 
made of the marginal product ; the representative firm rather than 
a given individual must be considered; and the cost of a whole 
process of production rather than of a unit of commodity must be 
taken.^ 

All of the above substantive statements were introduced in the 
fifth edition, with no change at all in the discussion w hich follow ed. 
They pretend to bo a statement of the difliculty to be considered, 
yet there is unfortunately no specific direction of attention to the 
issues raised, and there is no direct solution of them in Marshall. 
The analysis following thesubstantive statements can therefore only 
be aT)]>raisetl from the point of view of economic method in general. 

Since the Appendix in its final form collects kindred discussions 
from notes and text, j)ai*ts of it have already been under con- 
sideration. The necessity of iv-drawing the demand and supply 
curves is given as the chief reason w-hy the theory is out of touch 
with real life. Of course so far as (hunand is concerned this is 
equally true in all cases of retiinis. Marshall does not point this 
out, but he does indicate that on the su])ply side the diffeivnce 
between diniinisliing and increasing n?turns in this I’espect is only 
one of degree. A])par(Mitly the reason for singling out increasing 
returns is that by definition thci*c are great economic‘s with an 
increase in output, all or most of which may be retained if output 

^ Fifth and latop cditioiifl, p. 806. Henceforth references to Appendix H 
will bo given without edition, sineo tho pagination there is identirnl for the last 
four editions. 

If Marshall is to bo held to this assertion, ono wonilers if In's acfe{)tance of n 
negatively inclined long-i^eriod non-historicol eiirvo wouUl be a rejection of a 
“ counsel of despair.” (Uf. Mr. Robertson, Ko^inomic .Fuurnal, 1930, p. 84.). 

* Appendix H, p. 806. Tho first and third are probably not intended to bo 
separate points. 
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subsequently shrinks.^ It can only be because of this difference 
in degree that, beginning with the fifth edition, a radical change is 
made in the conclusion as summarised in the marginal synopsis, 
with no change at all in the text to which it refers, to the effect 
that no great violence is necessary in assuming a rigid demand 
curve, while violence is necessary in assuming a rigid increasing 
returns supply curve. 

There is no real argument in Mai'shall to support his generalisa- 
tion concerning the great difference between the assumption of 
rigidity in the several cases. There is, however, a semblance of an 
argument, which really confuses the issue, because it introduces a 
short-time element into the problem of increasing returns, which 
is by definition restricted to a long period.^ The argument is 
intended to show the “ especial importance ** of re-drawing the 
increasing returns curve, and refers to the immobility of the factors 
of production whose “ competition will for a time prevent a 
diminished demand from causing an increased price for the wares.” 
This is obviously not a speci.al reason for singling out the case of 
increasing returns ; it applies to industries operating und('r any 
law of returns, provided fixed capital is used, and the ro-drawing 
would be of the short-period curve. Marshall is not faithful to 
his own method, and in particular to the express view that in the 
short run all industries arc operating under decreasing r(*turns. 

Marshall’s analysis as presented above doc’s not go far in ful- 
filling his promise to show the source of the insufticieney of static 
assumptions. He contents himself with attributing ])art of the 
unsatisfactoriiiess of the analysis to imperfections in the tools 
themselves and voicing tlie hoj)c for the future in ex})i*essing noi’inal 
demand and supply prices as functions not only of the amount, 
but also of the time “ at which that amount became normal.” 
From this hope he passes aliruptly to an examination of the con- 
ception of normal supply iirice. The familiar difficulty of the 
relation of average to normal exjienses is bi-oa(.*hed first; thc^ 

' Tlie assumption tliat incroasinj' n.‘turiis in :i normal su)»p1y «*urvo an* Uiui 
to propondoratiiij^ coonoinios which result from an increase^ ii output pvr mv raises 
a tliflficulty hero. May we ussumo that most of tlm crouomi s aro n?tained when 
output diminislios, and still keep n ck-jir di.stinction helwt ’•n ocuiinmars which 
arc and those which aro not diw'ctly nttrihutahlo to the iicrcaso in output? 
Marshall ignored tho rpicsfioii. Furthermorn, is it true that i general distinction 
of degree may bo made between iiuToasing returns and constant returns if the 
latter i.s the result of two oji})OHiU$ toii(leti(*ie.s ? 'I’lio degree? of redrawing nocos.snry 
under constant retiirn.s (and similarly in cases of “ slightly ” decTeasing returns) 
might bo considerable. 

* Seventh edition, p. “ a tendency to iiicrr'asing return docR not exist 
generally for short periods.” Cf. also pp. •lo.'i 401 ) and 501. 
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warning is issued that in computing normal expenses the value of 
appliances cannot be taken for granted, ^ but no hint is given of 
the procedure to be followed in an*iving at true normal expenses 
if they may not be taken for granted. From these difficulties 
Marshall is led, not to a scrutiny of the static method, but to a 
“ diagrammatic presentation of the relations of demand and 
supply which are possible in a stationary state, but only there.” 
We should expect, according to this, the whole of the famous 
note ® to assume a stationary state. Marshall confesses that 
the illustration which it constitutes has no positive value ; 
it merely guards against a possible error in abstract reasoning.” 
Actually, however, the restriction is not observ^ed, and the note 
is worth examining for light u])on the static method which 
Marshall claimed as the sui)erior of the method involving the 
assumption of a stationary stat<‘. 

The only curve ndative to supply conditions that ^larshall 
ventun‘s to draw is “ not a true su])j)ly curve adapted to the con- 
ditions of the world in which wo live ; but it has properties, which 
are often eiToneously attributed to such a curve.” It is Marshairs 
jiarticular expenses curve, and represents an array of unit costs in 
ascending order of magnitude when the factors of pi’oduciion are 
adapted to a givcm total out])ut. In the first instance he 

‘ That is, not “without roasouinjr in a rir«lc *’ (p. SlO). Mui*shall is pre- 
sumably discussing tin* “ true normal '* rather than the “ sub-normal,” but tho 
arpiment is in<m' forcibly applicable to tbo latter. The Icmgrr the porioil under 
consideration the more nearly accurato it is to take the value of the appliances of 
])roduc1ioii for j:ranttMl. .Supplementary costs are those which initst bo covered 
in tho lonK run if tho pri <‘0 is to ensure a j^ivcn Ilow of out|)ut— which is the 
definition of normal supply price. 

t’f. rrofe.ssor Ogilvie on Mar.-li{iirs takimr fright at rea.soning in a circle. 
(KroNOMie Joi itVAL, WVMK p. S.) ‘ Pp. SlO S12, note 2 to ? 4. 

* 'I’n bo inferred from the fact that .1 If is called an ecpiilibrium price. The 
diagram is reproducCMl hir convenifiico. 'I he — 1 curves arc normal supply curves 
which 'Marshall referre»l to, 1ml diil not dr.iw. 
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expresses the difference between the particular expenses and the 
normal supply curve in terms of the assumption with respect to 
“ general economies of production.” The economies are taken as 
“ fixed and uniform thiuughout ” in the case of the particular 
expenses curve, as varying in the normal curve. They are 
“ uniform ” in the particular expenses curve because all pro- 
ducers have “ access to the internal and external economics which 
belong to this scale of production ” ; and wo may infer tliat it is 
equal access. 

But Marshall forthwith shows that the difference between the 
curves may be otherwise expressed, for the particular expenses 
curve may only be used to represent a particular pliase of any 
industry . . . [and] cannot be taken to represent its general 
conditions of production.” Here we have a suggestion of static 
conditions or stationary state. What follows, how'over, seems to 
indicate that real life, and not the fiction of the stationary state, 
is the subject-matter of this diagrammatic exposition. The 
“ general conditions of production ” may be representeil by a 
normal supply ( urve, in which the assumptions arc (a) that the 
successive ])oint.s on the curve represent diffcTcnt adaptations of 
industry to the outputs whose magnitudes are indicated by the 
abscissae ; {h) that the economies aie not equally accessildc to all 
firms and therefore the “available economi(‘s and wt‘ 
must add the relevant economies from the stand])oint of adapta- 
tion — arc those of a rc]jresentative firm.^ These two a.s.suiup- 
tions are in keeping with w Ijat was foreshadowed when the margin 
was declared inaj)[)licable to increasing returns. 

Then Marshall proceeds to com])aro the ordinat(*s on tlu* 
particular ex]ienses and normal supply curves — .still without 
drawing a normal curve. Ordinates for less than the equilibrium 
amount Oil will b(; higluT on the normal su])ply than on the 
particular exjjcnses curve. This is clearly triu; for a n(‘gativ<‘ly 
inclined normal sujqdy curve ro])re.s(*nting increasing returns. 
The argument i.s extended, however, tr) cover doerea.sing returns, 
becairso “ even in agricultun^ the gen(*ral (‘Conomi(*.s of production 
incTcaso with an increasi* in tlie aggregate scale of ju'oduction.” 
Only by Marshall’s assum])tion of rigidity in the normal supply 
curve (which is not <;xj)licitly made) would this bo true for inov(‘- 
ments backward as well as forward along the curve. 

The ])urp(jsc! of tha comparison (»f tlu^ two kinds of curve 
appears to lie in the meaning of tin* iuvii F A S, wliich rcq)re.scnts 

^ Tho futility of the coacopt of n rcprosmlafivo firm (lefinod ns emo with its 
“ fair shore ” of oronomios is ovirlrnt Imro. 
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rent when S S' is & particular expenses curve. According to 
Marshall, it would represent less than aggregate rent if S S' were 
a normal supply curve. If this means merely that in the case of 
a positively inclined normal supply curve (£2:') F A E would be an 
area on the diagram less than F A S, there is no harm and little 
usefulness in the statement, so long as it is not claimed that 
F A E represents anything at all. Tf S S' were a negatively 
inclined normal supply curve, the alisurdity of claiming that 
it has any logical significance in the iinalysis would be more 
apparent.^ 

However, Marshall proceeds to the case when F A S may be 
said to represent aggregate ivnt even when S S' is a normal 
supply curve — ^namely, when the particular exi)ense.s curve and 
the latter are coincid(‘nt. '!l'he only assumption Marshall finds it 
necessary to make is that there are no economies with increasing 
output ; and naturally it cannot bo made in tlio case of increasing 
returns, because it would be contradictory of the definition. Under 
decreasing returns tlu^ assumption is ]H)ssil)le, according to 
Marshall, and it ‘‘ may be occasionally convenieiit ” to make it. I 
find it diflicult to think of any such instance o.vcept to validate the 
statement that F A S represents rent. The analysis shows, in 
fact, all the barrenness of the stationary slate hypothesis. 'Die 
particular (‘Xjumscs curve n'fuvsents a j)hase of the sui)ply 
conditions on the assumption that the industry is adajded to an 
(•(piililu'iuin output — tliat is, abstracting fnmi all llie ]irol>lems 
of adaptation. Hiercfnre it is md an apparatus for dealing with 
the short-period ])rol)lcms wlH)^e ess(Mie(‘ is that of ada])tation. 
.■\s a tool this ]Kn‘t of Marshall's analysis is im]»»t(‘nt. Wliothor ho 
intended it to be pertiiumt «)nly to the statiniiary stale or not, it 
can render no as.sistanc(* to the instrument w hich t he time analysis 
(‘onstitutea. 

The truth of this beeonu's more appanmt when ^larshall 
finally extends the notion of a ]iartienlai* t'xpenses curve to bring 
it into contact with tlie qiiasi-rcnt concept, ifo Jias made it 
pcrfcctly cl(*ar that the lattj'i* ])crtains h) the short-])eriod analysis.- 

^ II. CiiiiyuKliaTii*' this out !• ii.i; ago {(it 

IU04, especially pp. t)S 01). llM). His ci itii ism touriios tin' rent wnuiL'lc more 
deeply than it i-aii he coiisidcrtnl hero, h it ^ilnrshall's avoidain e el rtuitroversy 
^eeina to have prevented him from iioliri ij' Cunyiijihaiin*'s cTiticisin iHl<* 4 u;itely. 
Nor did Kdj'owortirs ri \ic?w V< 1. ITI. pp. KIO it .^rv.) do rimyn.Ldiaine 

full justice. 

2 Cf. ISovoiith edition, p. .‘hi2 note, where the related di.stini l i«»n iK tween priiiio 
ami siipploineiitnry eosts is dc«-Iared to have “ no .^pci i.d siunilii aiui* lor loiijx 
periods. Kor u detailed eoiuiiit'iit soo the artirle “ Die h>ua‘^irenle in Marshalls 
l^dirgobiiiulo ** eiteil above. 
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If the time under consideration is limited and defined by the 
supposition that some man-made appliances of production are 
fixed, then a particular expenses curve may be drawn such that 
expenses are taken “ in the narrower sense in which . . . quasi- 
rents are excluded.” We must infer that only prime costs are 
represented in the curve. The area Sis then said to “ repre- 
sent the aggregate of rents proper and these quasi-rents.” 

If the particular expenses curve has not changed its nature, the 
use of it implies two main assumptions : that the industry is 
adapted to the output OB at the equilibrium price A H ; and 
that, given this assumption, the differentials which determine the 
shape of the particular expenses curve are fixed. The area FAS 
by definition is the surplus of receipts over prime costs, and, 
remembering we are depicting a phase of an industry in a unit 
of time (0 H is the annual production), F A S is the contribution 
of this particular “ sliort. j^f^riod ” to expenses other than prime 
costs. In strict Marshallian logic FAS should be said to 
represent quasi-rents for that period. When Marshall makes 
FAS represent quasi-rents and rent proper, difficulties appear : 
if we assume that nmts relevant to a longer period are coirectly 
represented by F A S because there are no changes in the equili- 
brium price A If. then the state is too “ stationary ” for the 
quasi-rent analysis to play any part at all ; and if we admit that 
0 H and A II are not equilibrium quantities for longer periods, 
then in this ]ieri()d the area F A S is wholly quasi-rent — unless the 
distinction between rent and quasi-rent is to be robbed of all 
significance. 

If Marshall intended the whole of the note we have been con- 
sidering to be an illustration of a stationary state where “ every 
particular thing bears i+s proper share of su]>]>lementary costs,” ’ 
no room is left for (juasi-rents, or for distinguishing sliort periods. 
In that ease? then' is no logic in the paragraj)h where quasi-rent is 
introduced, and no 1 io]K' in tlie concluding stat(‘ment that “ this 
method of treating short ])eriod normal value problems has 
attractions and may ])erh{ips idtimately be of service : but it 
requires careful handling, for the assumi)tions on which it rests are 
very slippery.” ^ jf JIarsIiall did not slip he was at least confused 

^ p. 810. 

2 Tho closing .sontonco of Ajipondix If is in a way n cliallcngo to Murshairs 
8i]Cco8.sors. Prof<*asor Pigou apfifars to l>fj tho only ono who has aocopted tho 
challenge, conscioiiHly or not. In the last section of Apf>on(Jix Ilf in his Hrat. 
two orlitions of tho Kermomien of Wdfare ho troatod cif “ Fluctuations of Demand ** 
and his diagram iiicludod a “ .short-period supply curve, drawn on the assumption 
that tho fixed plant of an industry ha.s Ixfii adaptcfl to a normal output 0 A1 
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in his assumptions and momentarily lost sight of his more con- 
sistent time-analysis. Not much can be expected if wc start from 
this part of Marshall’s analysis. The diagrammatic part of it 
cannot even perform a humble illustrative function. This may bo 
a consequence of Marshall’s vague and loose general statements 
about the time analysis and the static method, which often give 
the reader the impression that unexplored mysteries are behind 
them. This is a pity, because it may be, and has been, mistaken 
for pretentiousness. If the time analysis is seen plainly as a 
simple i)art of the bit-at-a-time method of procedure, of the 
abstract method universal in science, it will not thereby lose any 
of its importance. It will, however, show that Marshall’s high 
expectations from the ch^vclopment of the time analysis arc 
reconcilable with his other view that the great tool in economics 
is scientific common-sense. 

Redvers Opie 


Assuming there is no feur of sj)oiling the market, “ tlio short -j^eriod supply curve 
represents the ])rimo costs of successive units cif pro«Iuction.” .Just as Marshuirs 
sliort-limo analysis in ti*rins of a particulair expenses curve was inserted in an 
appendix which set out to treat tlio long-period problem of increasing returns, 
Professor Pigou’s short -j>criod analysis is iiitro(hict‘d into an api)endix in wliich 
he declared “ througlmut the point view taken will ho that of a fairly long 
period ’* (first edition, j). h.'ll ; omitted in the secotul). The interpretation of the 
diagram prcst'nts dillicultit-s, one of which is llie moaning of the area between 
the prime costs (short-p.crioil) curve and thi‘ horizontal through its point of 
intersoctioii with the loiig pcriixl demand curve, ll is .an area correspoialing to 
MaVshairs F .1 A'; aiul rrofcs'<t)r Pigou say.s it “represents normal returns to 
Hiipplcmcntary costs, and is lapial to the average of the producers &uri)luscs (from 
a short-period ]M»int of view) tlial result from the various jH^sitions assumcil by 
the demaiKl schedule from time to time.” 

At least two assumptions are necessary to whatever meaning is posses.sed by 
t ho area in quest ion : t hat infr.i-marginal prinn* eosl s aro unaffeeti'd when output 
contracts; and that the average of all the eonlril ail ions to sii]>plcraontary cosis 
determined hy aill the short -])eriotl demand <urves *’ at any one moment" is 
equal to the area in (piestion. 'Fhe latter involves a relation between “ average ” 
and “ normal " whieli ^hirshall neviT faceil squarely outsklo the stationary state; 
and Professor Pigon's intn^iid statements ahoui averages in contrast to Marshall’s 
almost morbid fear of tlie eoiaa-pt are one source of the diUVrenre bi'tweon master 
and pupil. It wouhl go too far alii'hl to pursue tlie matter here, ^ly exi use for 
touching upon it is that Professor Pigou omitted tin' analysis of Fluctuations in 
Demand from the A])peiulix of his third edition, in whu hhe reintroiliu oil liiaarain- 
iiiatie snp])ort of his new analysis of supply, in .s]»ite of his dci'ision to omit tlic 
old system of eiirves from the second cililion beeaiee it was "found coniusine 
by some students." 



LABOUR MOBILITY IN THE SOUTH WALES AND 
MONMOUTHSHIRE COAL MINING INDUSTRY, 1920-30 


Inquiries into tlio post-war economio situation in Great 
Britain have invariably stressed the need for increasing the 
mobility of the labouring population. The fact that unemploy- 
ment is so concentrated in certain specially afTccted regions makes 
it particularly important to discover to what extent there has 
been movement of labour from the most depressed to the com- 
paratively vigorous sections within these areas. It is liere pro- 
posed to pi’esent tlio results of an invi'stigation into the 
mobilit^’^of minei's^ in th(> South Wales and Monmouthshire coal- 
field in the pm*iod 1920-30. The analysis is based on a six'cial 
return covering all the I^mployinent I<3xehanges where coal- 
miners prcvlominafo (40 in number), and embodying detailed 
information which was assembled during the Ministry of Labmir's 
annual exchange of uneinjdoynient books in »JuIy 1930. I'his 
kind of inquiry is made possible by the fact that an unemploy- 
ment insurance book retains the number nq)resenting the ofliee 
where it was first issued, in spite of the possibles njigrafion of its 
bearer; for, annually in duly, when the eolh'ction takes place, the 
mark of the oftico of (»rigiii is transferr(‘d from the old book to tlu? 
new one. A book whieh is exehangcMl in an oni(‘(‘ other than that 
ill whieh it was originally issued is (?alled a *’ foreign ” book. 
Thus, statistics giving the proporti(»n of *’ foreign ” to total books 
exchanged at each o/liee in agiv<*n n^gion, together with the areas 
where those for(‘ign ” books began th(‘ir eaiver, (ran lar of useful 
service in indi(raling the volunu* and dire(*tion of labour movement 
within and into that region, 'riianks to th(‘ kindm^ss of the 
officials of tlio Employment and fnsiirance iJepartnumts of the 
Ministry of Labour in London and Carditf, tlie necessary particu- 
hir.s concerning coal-miners’ books were abstracted at 40 offices in 
South Wales and Monmouthshii*c5 whiles the annual collection was 
in progress in .July 1930.-* Jt will bo instructive to compare the 

* In tin's stiifly minors i'i»inj)riso f)fTsons l»y Ifu* Ministry of Labour ns 

bolun^xiM^' to tho froal-iiiinin^ iiujiistry. 

- I must aokiin\vl(.vbro my sfxiciiil indrbti'iinoss to tlio iStatistifs Division 
of tlio Ministry of Labour, wlio ro.niiiy piaiod oxporl kiiowloilf^o at my ilisposal, 
tuirl to tbo ilivi.sinnal (Jontrollor btr tbo Wulos Division, nndnr wbuuo ilirtM.'iitni 
tlio rotnrn was projiarod. 'J’lio liopartirimt is, of miirso, in no way nsaponsiblo 
for tho n.sr» niado of tbo mntori.d Kindly supplied to mo. 
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results with those secured in the only other investigation of this 
nature previously carried out, viz. the study of labour mobility 
in the cotton industry on the basis of the “ foreign ” books 
exchanged in 45 Lancashire offices in July 1927.^ 

The handling of unemployment insurance statistics requires 
not a little care and circumspection. It is essential, at the outset, 
to note the iKJCuliarities of the data supplied in this return. For 
the purposes of this study the South Wales and Monmouthshire 
coal-field is divided into ten sections which may l)c taken as 
corresponding to ten valleys. The return indicates the origin of 
each “ foreign ” insurance book according to the valley where it 
was first issued; if it originated outside the ten coal-miiiing 
valleys, the town or Division is specified. It is, thus, possible to 
trace the movement of labour within the coal-field, here re garded 
as the ten coal-mining valleys, and also the number and origin of 
the immigrants from outside during the last ten years. The main 
qualifications which have to be borne in mind in interpreting the 
figures merit brief enumeration. 

(1) Th(^ fact that an iusuranee book originally taken out at 
Office A is collected in 1930 at B does not necessarily imply that 
its holder has moved direct from A to B. Some time during 
1920 -30 he may have wand(‘red to C, D and E before ultimately 
arriving at ; and it is impossible now to have any record of such 
intermediate mov’emenis. 

(2) 'riie date of tlu^ actual transfer may have l)een at any time 
between 192i» and 19.30. 

(3) In the mining valleys a certain numl)iT of men are always 
found working at some distance from their homes, and the practice 
ha.s b(‘eu made easier by the development of trans])ort facilities, 
particularly by road. Much of the movement upward and down- 
ward in any valley is of comparatively little sigiiitieance ; and in 
this analysi.s it is important to concentrate on the proportions of 
non-local “ foreign ' books. 

(4) In analysing inter-valley mobility it is necessary to keep 
in mind the geography of the Uxrality. For example, whore there 
is a tunnel eouiieeting two valleys, a transference of hooks is to be 
expected. We can allow for the normal movement up and down 
a valley by eliminating the “ foreign " books of a giv'en ofliee 
which originated in some other otlice in the same valley. If then' 
arc unusual facilities for travelling fn>!n one valley to another, due 
allowance must be made for the fact in interpreting the figures. 

‘ J. .Towkosaiul II. Caineinii, ‘‘ThoMobUit yof Lab()iiriiilkt't\3ltoiiTiulustr^^^ ’ 
Kconomic Journal, pp. 135-7. 
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. J^5) Another element of complication might arise from the fact 

that, to quote Mr. John Hilton, “ in some cases firms operating 
over extensive areas and employing work-people in those areas 
may keep all the books of the work-people at a head office for 
convenience of stamping, and may exchange them at the end of 
the insurance year at the Employment Exchange nearest that 
office.” ^ This practice would tend to vitiate in some degree the 
local unemployment percentages in the are^is concerned : it would 
also upset any attempt made to trace the movement of books 
between the Exchanges. Mr. Hilton, however, added that “ this 
is neither a frequent nor a substantial element in the whole body 
of industrial procedure.” ^ It is most apt to happen in the case 
of railway workers’ books : there are no important examples of it 
in the South Wales coal industry.^ 

Tables I and V arc an abridged version of the complete return 
embodying detailed figures for all the offices. 

It must be nunembered that the individual office administers 
too small an area for its percentage of “ foreign ” books to be 
taken without circnimspcction ; when? there arc a string of offices, 
separated by only short distances, there may bo constant and 
natural movement from one to another. Nevertheless, it is of 
interest to compare South Wales with Lancashire on this basis. 
In their inquiry into the cotton industry, M(\ssi*s. Jowkes and 
Campion discovered that in the majority of exchanges tlic? 
percentage of ‘ foreign ’ cards to the total cards lodged was less 
than 5 i)er cent., and in some eases as low as 2 per cent, leaking 
45 exchanges together, men and women, the figurci was 2-S per 
cent.” ^ 

Similar figures relating to the South Wales coal industry reveal 
much more fluidity. In the 46 Exchanges embracerl by the return, 
the average percentage of “ foreign ” books to total t!olU‘ctcd was 
no less than 15-2 per cent. In order to eliminate the interchange 
that takes place between ()ffi(ic\s in the same valley, it is proposed 
to ignore the foreign ” books which have not circulated outside 
the valley where they were first issued. In this way we take into 

^ John Hilton, “ Stuti.stirs of riioiiiployniont (lMrivo<l from tins workinf^ of 
tho Unornployinont Tnsiirain'O tStalistiail Journal, (LXXXVI), 

p. 169. 

* fhuL 

® Ono in.stanco was found of about 3,000 books boloiu'iii)' to omployot'S of tho 
Ocouu Coal Company, whu h worn i.ssuod at tho br^imiiii^f of tho Bchoino at 
Treorchy Exchango in tho Uhonddii vulloy, although tho inoii woro w'orkiiig in 
pits situated outsido tho vnlJoy. 'Pho oiTort of this is to doprivo us of information 
ooncoming tho possible migration of Rom(» of thc.-o books. 

* J. .lowkos and H. Campion, op. cU., p. 137. 
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account only those books which have migrated from one vall^ to 
another together with the few immigrant books, and express 
the number as a percentage of the total collected at each office. 
On this basis the average for the coal-field is 0-0 per cent. The 
average percentage of non-local “ foreign ” books in the coal-field 
is nearly two and a half times higher than the average percentage 
of all “ foreign ” books in the cotton industry. There can be little 
doubt that the coal-miners of South W'^ales and Monmouthshire 
have been much more mobile than the cotton workers of Lancashire 
during the post-war depression. 

The next step is to examine the direction taken by these 
streams of movement. Table I exhibits the dispersion of books 
originally issued within each of the ten valleys. For example, 
column 1 shows the present location of books born in the Monmouth 
East valley ; column 2 gives similar information for books which 
began their career in the Monmouth West valley, and so forth. 
This table taken together with Talilc \’ may be interpreted as 
follows. We may compute for each valley tlie aggregate of books 
collected and the number of non-local ‘ foreign books (/.e. 
“ foreign ” books other than those bearing the mark of origin of an 
office ’within the valley), and expressthe latter as a percentage of the 
former. The results, set out in Table 11, demonstrate a decided 
range, from 3*8 per cent, in the Rhondda to 15*2 jjer cent, in the 
Neath Vcalley. The lowest proporiifms of non-local “ foreign ” 
books are found in the four valleys situated in the heart of the 
coal-field — Merthyr Yah. Aberdare, Rhondda and Port Talbot — 
which cover districts producing steam coal largely for export. 
This was to be ox|x*cted in view^ of the extremely rapid expansion 
which characterised this ]iart of the basin behue the war, and its 
great susceptibility to the changi'd situation in the international 
market. The two ilonmouthshire valleys on the extreme east 
reveal only a slight im])rovement — 0*4 and 5*.“) ])er cent. Here 
again the ineid(Mice of the post-w’ar contraction has been most 
severely felt, and only n'(H*ntly mitigatcfl to some extent by the 
provision in the li^29 Hague Agreement,^ w'hereby the Italian 
Government undertook on behalf of the Italian Slate Railways to 
purchase cme million tons of British coal annually for three years 
as from November 15, 1929. The c*xport of Monmouthshire coals 
has benefited most from this undertaking. Tiie remaining four 
valleys show^ a distinct superiority — Rhynmoy 11*9 per cent., 
Swansea 9-9 per cent., Amman 9*2 per cent., and Neath 15*2 per 

* See Protorol with Aniioxoa approved at tho rieiiary Session of the Hague 
Conference, Aiignst 31, 1021). Cnid. 3392, p. 8, Appendix 2 to Annex II. 
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oeni. The last three comprise the anthracite area on the west, 
which exhibits far more virility and promise than the remainder 
of the field. The Rhymney valley in Monmouthshire has wit- 
nessed now developments since the war,^ and, being situate4 
between two extremely depressed sections, it has drawn on the 
abundant supplies of surplus labour near at hand, mostly from 
the two valleys on the eastern side. 

In Table III the data of Table I arc set out in such a way os to 
reveal the not gain or loss of books in each valley. For instance, 
in the first column we note the number of books absorbed by 
Monmouth East from other valleys, whereas in the second column 
wo are informed how many Monmouth East books have been 
dispersed to other valleys. These figures throw an interesting 
light on the direction of the currents of mobile labour. There has 
been a distinct net absorption of over 1,000 each in the anthracite 
valleys (Amman, Neath) and in Rhymney, with corresponding 
net losses in the four steam coal valleys (IV, V, VI, and VIJ). 
Wo may conclude that, to the extent indicated, labour has been 
moving out of the most dcjpressed localities into the three sections 
which have been least affected by the force of the depmswsion. 
This, of course, does not mean that all tlu^ holders of these trans- 
ferred books have necessarily changed their domiciles; but it is 
clear that they have gone some distances to ol)tain work. 

The authors of the inv('stigation into the cotton industry came 
to the conclusion that " there ap]M*ars to have been no inovtunent 
of labour between areas in the Jjancashire cotton industry w hich 
have been comparatively prosperous since 1020 and tJiosc wJiieh 
have been constantly depresscal. 1'he iiiie-spitming and weaving 
areas have not, to any appreeiabic exfiuit-, draw*n labour from the 
coarse-spinning towns.” Such internal mobility as they did find 
“ appears not as a hrf)ad movement produced by a coinmon 
economic stimulus, but as tlie iiu^xplicable variety of individual 
action prompted by puredy pTsonal factors.”*^ The present 
analysis, however, affords unmistakable evidence that, in the 
South Wales and Mciiimouthshirc coal-field, some mlistribution 
of labour has been taking place along well-defined channeLs. 

Table IV represents an attempt to estimate v'ariatious in 
the number of men aged IH and over in actual employment 
within each valley during 1923-30. The coniputation least 

* Tho 7'rpdogur Ircm urwl (^>al Company, tho ftwiiorti of Iho now Oakrlalo iiiid 
Wylio collioriefl, huvo built two villagoa at JJIaolcwfirxl, and tliis iitiH groatly 
facilitatod migration into this valioy. it ih ostinuilod that about 1,500 of tlm 
men holding “ foreign books at tho ]jlark\v(K>d Kxrhnngo now reaido in tho aroa. 

^ J. JewkoB and il. Campion, op. c^/., p. 137. 
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open to critioism is obtained by subtracting the total of books 
lodged in June (t.e. the unemployment figure) from the aggre- 
gate number of books exchanged in July ; ^ this provides 
on approximate estimate of the number in effective employ- 
ment in June of each year. There lias, of course, been a 
marked decline in employing capacity all round ; but the rate of 
contraction has been by no means uniform. Merthyr Vale stands 
out as the district that has suffered the heaviest loss ; the number 
working in its collieries in Juno 1030 was 71 i)cr cent, less than in 
Juno 1923. On the other extreme, the least unfortunate is the 
Amman valley in the anthracite field, where the falling-off is 
19*4 per cent, of the Juno 1923 level. A social problem of distress- 
ing magnitude stares us in the face when we contemplate the fate 
that has overcome those valleys, particularly those dependent on 
steam coal. The demand for mining labour in the Rhondda valley 
has shrunk by nearly 50 per cent, since 1 923 : this means that 31,000 
men (excluding boys) have been tlisplaced in a district where 
coal-extracting is the sole industry. 1'he depression is effecting 
a distinct change in the relative economic significance of different 
parts of the basin, in June 1923 the two anthracite valleys 
(Amman and Neath), together with the Rliymney, contained 
25*0 per cent, of the coal-field’s total number of insured coal- 
miners in actual employment ; but by Juno 1930 the proportion 
hail risen to 33*4 per cent. 

It remains to comment on the information contained in 
I’ablc V, which classifies tlie “ foreign books which immigrated 
from outsido the colliery districts according to the geographical 
areas where they were first issued. X more glance at these 
figures is sufficient to emphasise tho enormous change that has 
come over tho coal-fiehl since the war. In the half-century prior 
to 1913 this basin acted as a p*>werful magnet, attracting labour 
from all parts of the country, and the degree to which immigration 
was responsible for tlu? growth of its population was considerable.- 
Since the war its absorptive ca])aeity has become negligible : on 
the contrary, there has been a substantial net loss by migration.^ 

* Tlio of Labour (lazdlc^ Kobniary liKII, contains a series of fiffiirOM 

of fhiH kiiul for various iiidnstrios. 

® Soo tho writor’s arti<'lo. “Tho Mijiratioii of Labour into tho Glamorpu*- 
8hin> Coahfiokl. ISCil-lUll,'’ Kcomwiica, Xovoiubor 1930. ec- 203 -1. 

a'ho not addition t-o tho poinihition of Olamorcan by uiiszratioii duriiis; tho 
docado 1901-11 was no loss than 02,121. 

• Tho OBtirnntod not balanco of inifi^ration out of Glauiorpni botwoou inir^ 
1021 and ini<l 1020 is 70,380. Soo "Tho Troiid of I’opuialiou on Tynesu e, 
I'ynosido Papers (Second Sorios), No. 1, published by tho 'rynosido Council of 
Social Servico, Fobniary 1031. 

No. 162. — ^VOL. XLI. ^ 
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Tile total number of books originating outside the actual coal- 
mining localities is only 2,504, or about one per cent, of the insured 
coal-mining population in July 1930. Of these no less than 
1,205 are books which were issued from Kew to men discharged 
from the Forces. There was only a slight movement northwards 
from the ports of Cardiff, Newport and Barry ; while the streams 
from the south-west of England, mid-Wales and Pembrokeshire 
which formerly flowed strongly into this coal-field have now almost 
dried up. 

It is clear from the analysis that, although the demand for 
labour in the newer and more promising districts has been feeble 
compared with the enormous supply of surplus labour in the coal- 
field, a natural process of redistribution has been operating. This 
may serve to show that the labour force within the coal industry 
is not as immobile as some people tend to think; and it also 
provides a useful indicator as to the type of equilibrium whicdi the 
coal-field can expect to maintain in the future. 

The labour supply in the cotton industry is naturally im- 
mobile on account of the high proportion of women workers 
and the close personal relation which still exists between employers 
and employees/’ ^ and wo are told that '' this immobility has 
been accentuated by . . . the j)ractice of organising short-time 
working in a way which has enabled the worker to draw' his 
weekly income partly from the employer and partly from the 
Unemployment Insurance Kund.”^ The first two factors are 
obviously absent in the case of the coal industry, and, as far as 
the South Wales and Monmouthshire field is concerned, “ there 
seems to be no evidence that the intermittent working has had 
any widespread connection with arrangements under which 
benefit could be secured/* - The natural disinclination of the 
Welsh miner to leave his native district is not so pronounced 
w’hen it is a matter of going to live in another part of the coal- 
field : the physical configuration of the area, however, has mili- 
tated against easy movement from one vallijy to another,® except 
in those places where it has very recently been ijossible to build 
inter-valley roads. 

^ J. Jewkos and JI. Curnpiun, op. rit., p. 137. 

* Minutes of Evidence? taken Ix’ftire tho Koyul Commission on Unoinploymont 
Insurance, Thursday, January 15, 1931, JHcmorrindum submit U mI by Mr. W. K. L. 
Blakistun, Divisional Controller for tho Wuk's Division, p. 205. 

* Seo ibid., p. 219, Mr. Hlakistoifs answer to Question 1064 : “ Tho gonuinoly 
seeking work rlauso was a very diflicult clause to operate (in South Wales) 
because of tho physiced dilliculties of actually seeking work in going fron one 
valley to another.” 
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Leaving aside the scarcity of now outlets for employment 
within the industry, wo may briefly cite some of the chief elements 
making for stickiness. Particularly relevant are the high pro- 
portion among the unemployed of married men with families, i 
the shortage of houses in the newer districts together with the 
burden of house-ownership in the most depressed, and the 
physical effects of prolonged unemployment (including the 
sinister fact that the unemployed inevitably tend to “ accommo- 
date themselves to a standard of living which makes it possible 
for people to subsist on the amount that is paid to them in 
benefit plus any assistance that they may get from other direc- 
tions.*’ ® It is fair to conclude that the degree of redistribution 
revealed by the above analysis is a welcome sign that, in the 
South Wales and Monmouthshire coal -mining industry, in cir- 
cumstances of ])cculiar difficulty, a process of natural readjust- 
ment, mainly in favour of the anthracite west, has been gradually 
taking place. 

Brinley Thomas. 

London School of Economics. 

^ A special iiulividunl analysis of 40,000 unemployed miners aged lS-45 in 
the depn'ssod amis, wlio had h(M*ii idlt* for over three months, wns earned out by 
the Ministry of Labour in October ami November, 1929. Only 7,500 were 
found to bo “ lioth available and suitable for iinmediato transfer to industrial 
employment. Nearly 10,000 appeared to stand in need of a conrso at Transfer 
Instructional Centres, while suino 4,000 were regarded us suitable for, and in 
need of, more spe<‘ialise<l training. Tlie remainder, nearly 20,000, \vci*o married 
men with families, many of whom couM not be regarded as available for transfer 
been use of their domestic respoii'^ibilit ioa. 'J’he analysis took no accoimt of 
unemployed men over 15, who eonstituto a still nu>re difiicnlt problem.” Annual 
lii’port of Minintrif vf Labour for lO'iU (Cmd. .‘M79), p. 17. 

* Royal Coiniiiissiiui on rneinpluyment Insurance, Minutes of Evidence, 
op. cit., Mr. Hlakislon’s Mcfnoratulm.t of Lri-hncr. p. 201. 
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South Walbs and Monmouthsuibb Coal Industry, 
Exchange of Unemployment Insurance Books, July 1930. 

Table I. 


Origin and Dispersion of CoalfirM “ Foreign ” Books. 
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X. 
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orii. 










I. Monmouth K. 

I SI 

fiin 

21 

1« 
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1 
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Tf. Monraoulh W. 

JIO 
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1) 

21 

33 

20 

5 

■1 

1 
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III. Jlhymnoy ‘ . 

111 

fill 
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SO 
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3.53 

777 
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21) 

17 

15 

0,103 
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y 

IS 

1,513 

3lSi 

SI 

17 

21 

12 

Ki 
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11 

50 
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21 

i!7 

5 

18 

VI, Ithoiiddii 

IS 
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no 
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072* 
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17 

53 
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VII. Port Talbot . 

<J 

:i9 

41 

31 

2D 

413 

2,0.5« 

•18 

20 

22 
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VII r. N'cath 1 

r» 
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I'ti 

.‘ISO 
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311 
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1 
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20 

51 
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71 
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31 
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77 
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1 
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Proportwns of nonAocnl '' Forclfjn^' Booh (inrladinfj Jmmifjmnt 
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IM 
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III. Rhymrioy . 

:io,r,L!s 1 

1 i 

;k.54i 

11 li 
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40 
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' As a result of the eir< uin.slanr'i: oxpl.iirieii in note .‘ttoTitili- I tlm liKurr* cont.iinR sorin' books which 
are not stn’i. tly K]ie.'ikiiig ''foreign ” ; hut this flva not atlip t thn number of iioii'local "foreign " liooks. 
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Table m. 

Net Qain and Loss of Books. 


Valloy. 
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from other 

Local Jiooks 
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Net Gain (-f ) 


Valleys. 

oilier Valleys. 
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— 

VI. Rhondda 
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T.\«i,k IV. 1 

Kslhnated Number of Insnreil Coal-Miners aged 18 and over in 
actual Em idoymenl in June of each year. 
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Table V. 

Origin of “ Foreign ” Books which were first issued outside the 

Coal-field. 


Area in which the Books wore, original!}’ issued. 


Valley in which the 
Ro^ wore cx> 
changed in July 
1930. 
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ahire. 
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1 
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1 
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1,205 
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* Excluding Blackwood ofllcc. 
■ Excluding Resolren oihee. 





A STUDY OP OCCUPATIONAL MOBILITY 
I. Mktiiod of Investigation 

The extent to which movements among social classes take 
place, and the problem of how far “ equality of opportunity ” 
can be said to exist in modern society, are matters very frequently 
discussed and generally recognised to be of the greatest im- 
portance. Yet there are few data from which a reasonable 
quantitative opinion may be formed. Notable cases of “ social 
climbing ” are not hard to find— perhaps indeed it is their very 
rarity that makes them conspicuous — but they afford no index of 
movement among the population as a whole. We are anxious 
to discover how far there is circulation betw^een, say, skilled and 
unskilled labour, and between clerks and manual workers, and 
it is clear that only a fairly detailed study of a vertical section of 
people can provide the information required. Two important 
studies of this sort already exist. Professor Morris Ginsberg, in 
an article on “ Interchange among Social Classes ” in the 
Economto Journal of December 1929, analysed the household 
cards collected in 1924 by Professor Bowlcy in his well-known 
survey of five tow ns. From this material Professor C4insberg dis- 
covered the extent to winch sons moved out of the social class 
occupied by their fathers. Professor Chapman and Mr. Abbott, 
in a paper on “ The Tendency of ("liildren to enter their Fathers’ 
Trades,” in the Journal of the Royal Statistical Society of May 
1913, made a similar inquiry among the scholars at evening 
continuation schools in a number of ijancashirc industrial centres. 
The results of these two inquiries are in certain respects 
divergent.^ 

The paper wdiich follows has its origin in the Social Survey of 
Merseyside which is now' being conducted by the I'niversity of 
Liverpool, It is based on material collected by the Survey 
in the course of a sample houstdiold census in the Merseyside area. 
It will be noticed that whereas the papers mentioned above 
were concerned with moderate-sized manufacturing towns, this 
paper deals for the first time with a great city — a city, more- 

» Sorokin in Social Mobility (pp. 410-17) jjivcH ti list aiul nii account of 
statistical invostigatioiis of mobility i»f oeciipalioii in sex crul coiintrios. 
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over, the bulli of whose population is occupied in the provision 
of services, and especially of transport services, rather than in 
direct production. The important differences in social mobility 
between this area and those previously investigated will be 
discussed as they arise. 

For the purpose of the Merseyside Social Survey one in every 
thirty working-class families in Liverpool, Bootle, Birkenhead, 
Wallasey and the surrounding urban area was visited during 1929 
or 1930, and, among other things, particulars of the occupation of 
each member of the family were ascertained. The term “ working 
class ” as here used is not free from ambiguity. It is commonly 
taken to mean manual workers and their families, but, as will 
be presently seen, our sample really includes many families who 
do not answer to this definition. Whether a family belonged to 
the class to be included or not was governed by the occupation 
of the head of the household. All manual workers, shop assistants 
whose work \vas not managcTial or supervisory and shopkeepers 
employing no labour wei-e included. Marginal cases were left 
to the discretion of the investigator, but in general an income of 
£5 a week was taken as broadly defining the upper limit in cases 
where class was not obviously ostablislied by occupation. By 
this ruling a comparatively small number of clerks and com- 
mercial travellers were included, but such occui)ations were not 
generally represented among the heads of families in the sample. 
The sample, on these prineijiles, can be taken as representative 
of about 70 per cent, of the total population of Merseyside. For 
this paper all those household cards were taken out on which 
both a father and son w’(‘re represented and their occupations 
described. These occupations wore then analy.sc'd into ton 
Occupational Grades as follows : 

1. Highest Professional, Administrative and Business posts. 

2. School Teachers. 

3. Lower Professional, Commercial, Techiiical and Managerial 

posts (e.(/. Commercial Travellers, Master Mariners, 
Customs OflScors). 

4. Ordinary Clerks. 

5. Shop Assistants and Minor Commercial posts (e.gr. Insur- 

ance Agents, small shopkeepers). 

Ga. Manual Workers in sufKTvisory positions (e.g. Foremen, 
Police Sergeants). 

C. Skilled Manual Workers (c.j. Plumbers, Fitters, Boiler- 
makers). 
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7. Semi-skilled Manual Workers {e.g. Carters, Domestic Ser- 

vants, Firemen, Motor-drivers). 

8. UnskiUed Manual Workers (e.y. General Labourers, Dockers, 

Seamen). 

9. Those mentally or physically unfit to work and those who 

appear to have been unemployed for some years and are 
now without a recorded occupation. (Children of 14 
or 15 who have not found work since leaving scliool 
arc not included in this class.) 

The classification is based partly on the nature of the work, 
partly on the pay, and partly on the social status— on the sort 
of people w'ith whom the worker is likely to mix. Diilicult 
cases are sometimes placed according to the social standing of 
the street or district where the workc^r lives. 

The sons were then divided according to («) wlu^ther they 
were adults (22 or over) ^ or juveniles (under 22), {b) the ‘‘ degree 
of employment ” of their fathers (full-time, part-time, unem- 
ployed or retired), (c) their occupational grade, and (d) the 
occupational grade of their fathers. It must be remembered 
that the sons in the sample are all living with their fathers and 
arc likely, therefore, to l)e on the whole fairly young. 

Besides the study of mobility betwccju Occupational Grades, 
particular industries of local importance have been selected, and 
mobility in them is discussed separately. 

Since the household inquiry was restricted to working-class 
houses [i.e, houses wh<*re the lieail of the family at least is a 
member of the working classes), practically all persons in Grades 
1 and 2, and most in Grade 3, would be excluded. This obviously 
gives a certain bias to th(‘» investigation. Again, the fact men- 
tioned above, that tlu? sons in the sample are all comparatively 
young may mi*an that they have not all ivached their final 
grade. The possibilities of error owing to these two factors 
should be borne in mind. Discussion of how far they affect the 
results will be found in the course i>f the papeu*. The total 
number of sons whose fathers’ occiipatic)n could be discovered 
was 2,239, of whom 1,475 were juveniles and 764 adults. 


IT. Movkmknt out of, .\nd into, each Grade 

The first striking result of the investigation (Table A) is 
that the proportion of sons who belong to a lower occupational 

^ Twenty-two wua taken ns the iiko of roafln’iig ailult. nmnliooil, os it was 
found that it Ls nut until 22 that a w»ige-oarner normally obtains the adult 
wage-rate. 



230 


THE ECONOMIC JOUBNAL 


[JUNE 


grade than their fathers, the proportion, that is, who may be 
said to have moved down the social scale, is quite definitely 
larger than the proportion of those who have moved up. Those 
who remain in the same grade as their fathers compose, however, 
the largest of the three groups. 

It would be misleading to suggest that these figures indicate 
a net decline in Occupational Grade between the two generations. 
Not only the number of movements, but also the distance covered, 
the actual length of the “ jumps ” in grade must be considered. 
This is done in Table B. It will be seen tliat if each movement 
is weighted according to the distance, in grades travelled, the 
movement up and the movement down almost exactly balance ; 
for those going up appear to travel slightly further than those 
going down. (Even this method of measurement is not entirely 
satisfactory, because it assumes equality in the steps between 
any one grade and the next.) 


Table A 

Grade of So7i Helaiive io Grade of Father, 



IVrcentage of Sons who have moved 



; ! 


1 1 

Niimhor 


^ i 

Down. 

' Neithfi* I’p 
, nor Down. ' 

of Sons. 

All Sons . 

28-3 

348 

37*9 

2,239 

Juvenile Sons . 

2S-9 

34-9 

30*5 

l.47.> 

Adult Sons 

270 

.35-2 

37-8 

764 


Table B 

Mohilitij According to Extent of Movement. 


Direction of 
Movement. 

Up 

Down . 


Average incjvc upwanls 2-2 gradoH. 
Average ni<iVo downwards 1-8 grades. 


No. of Grades inov'ed I 2 II 4 .■» t> 7 ' Total. 

No. of Sons moving 201 179 40 liKl .‘19 :i 1 | 032 

No. of Sons moving 387 209 r>7 41 29 4 1 779 


From Table B we see, tilso, that the great majority of sons 
who have moved up or dow n from their fathers’ grades have only 
moved a short way. Practically 70 per cent, of those going up, 
and nearly Sa j)cr cent, of those going down, have moved one or 
two grades only, ’fhe most conspicuous ascent in the sample is 
a jump of seven grades by a man of 20, the son of an unskilled 
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labourer, who is recorded as studying for Holy Orders. The 
high proportion of sons who move four grades up is significant. 
It is accounted for mainly by semi-skilled and unskilled labourers’ 
sons who become clerks or shop assistants. 

Xhere arc necessarily two aspects from which the mobility 
of people in a certain social class or grade must be considered. 
First, we need to discover what proportion of those born in a 
certain grade move out into other grades. Secondly, we should 
find out what proportion of the people in a (lertain grade were 
originally born into other grades. It is obviously misleading to 
consider mobility from one of those aspects alone. ^ We will, 
therefore, discuss separately each of our Occupational Grades, 
being careful to bear in mind both points of view. The figures 
mentioned will be found in Tables C and I). In Table 0, each 
liorizontal line shows w'liat has happened to all the sons of men 
in a particular grade. It gives tlic i)roportion of the total sons 
entering oacli grade. In Table D, all the sons present occupy- 
ing a particular grade are distributed along each liorizontal line 
accortling to the grades of their fathers. 


Table C 

Table showhvj, far each (kc.a iKilional Grade of Fathers, the 
Occnpaliomil Distribution of their Hons, 


IV rrruf.ujf of Soil-; now in Oiciipatlonal tirade. 


j Xo. of 





O ! 



1 A 2. 

:i. 

4. 

r>. 

Imi. 

0. 

7. 


0. 

Total. 

.Sons 

Sam- 












pU-d. 

1 .V 1! . 

:i 

0 II 

II II 

II II 

nil 

il II 

il 0 

no 

00 

00 

n*0 

(1 

II (1 

s ;i 

lu-r 

Hi 7 

(III 

2.'. 0 

2.5 0 

S3 

20 

Inn 

48 

1 

i) 

1) (1 

(1 11 

.'.2.1 

IS 

(III 

14 A 

14 :t 

14-3 

no 

liMi 

21 

12 

1 2 

11 15 

21 U 

nil 

lis:\ 

1.V1 

2fi S 

7il 

ion 

S6 


(lU 

Hi 

\.\ 1 

4 n 

1 a 

iso 

10 4 

;iii-4 

4 11 

100 

01 

ti 

II 2 

n:t 

a a 

7 - 

on 

aoa 

r.i 7 

3:. 

2 s 

inn 

013 


1) II 

II lj 

•*'•2 

7 4 

nil 

llVO 

IS 4 

40 n 

•1 0 

ion 

:.27 

s 

III 

II 1 

4 1 

(i s 

nil 

12 0 

Ki 1 

:.so 

27 3 

100 

S72 

t» . 

III! 

(1 II 

IS 2 

nil 

(III 

27 ;i 

Is 2 

27-3 

0 1 

tllO 

n 

Tiitsil . 

11- 1 

II .'i 

T'.i 

7 7 

out 

is 11 

1.'. 1 

43 II 

.Ml 

100 


X»i. Ilf 












Soil!* 

Samplrd 

:i 

12 

177 

172 

' 

424 

:i:i7 

1 . 112 :. 



2.23‘J 


* Fur oxiiinplo, l*ri>fos.«<ur Clnipiniui ami Mr. Marquis in an ortirlo on Ko- 
oniiting uf tho Kinploying C*la.ssoH from the Ranks uf \\ ago-oariu*ra in tlie Cotton 
Industry” February 1912). disrovorod by a sample inquiry that 76 per 

cont. of weaving enq^loyers, 73 jier cent. «)f spinning-mill ilirtvtors and 84 per 
cent, of spiiuiing-inill managers were originally wage-earners. Ihoso figiiivs aro 
certainly striking, but no iiidiention of the real breadth of the ladder from 
wage-oarner to entrepreneur con bo gained without sinne knowledge t»f the pro- 
portion of tho total wage-earners which those who rise to managerial positions 
mako up. 



232 


THE ECONOmO JOTTBNAL 


[JXTNB 


Table D 

Tabu showing, for each Occupational Grade of Son, the Dis- 
tribution of Sons according to the Occupational Grade of their 
Fathers. 


roroent4i^o of Sons with ]i'ather.s lii Cirade. 


1 


1 & 2. 

3. 

4. 

5. 

Oa. 

0. 

7. 

8. 

9. 

ToUl. 

No. of 
Sous 
Sam- 
pled. 

1 & 2 . 

00 

0 0 

0-0 

33 3 

00 

33-3 

0-0 

33-3 

0-0 

100 

3 

o 

:t . 

00 

33-3 

0-0 

8-4 

8-4 

100 

25-0 

8-4 

0-0 

100 

12 

c 

4 

00 

4-5 

<12 

5-7 

4-5 

33-4 

24-3 

20-4 

M 

100 

177 

s 

fi . 

00 

4 7 

0-0 

10-4 

1*7 

25-0 

22-7 

34-3 

0-0 

100 

172 


(ifl . 

00 

0-0 

0(1 

0-0 

100-0 

0-0 

00 

0-0 

0-0 

KK) 

1 


U . 

00 

2-8 

0-7 

3-3 

20 

44-4 

19-8 

25-7 

0-7 

100 

424 

c 

7 

00 

3 3 

0-0 

3-0 

3-0 

25-0 

28-8 

34-7 

0-C 

100 

317 

J 

8 

00 

0-t 

0-3 

2*2 

2-3 

21-3 1 

23-0 

49-5 

0-3 

100 

1,025 

s 

y 

00 

1-1 

00 

5-5 

3-4 

10-4 

21-0 

400 

M 

100 

88 

- i 

Total . 

0 0 

2-1 

Oil 

3-8 

2*7 

27-5 

23-5 

30-0 

0-5 

100 


O 

Xo. of 
Sons 
Sampled 

0 


21 

i 

[ 

so 

01 

013 

527 

S72 

11 


2,239 


It is surprising to find that 00 per rent, of the sons of fathers 
ill Grarlo 3 have found their way into an inferior grade. But, 
owing to the nature of the sample, the relative proportions of 
sons ascending and descending from Grade cannot bo rt‘garded 
as significant. It is, however, worth observing tliat half those 
who descend from Grade 3 are to be found in the skilled and 
semi-skilled manual grades; only one-third are found in Grades 
4 and 5, which represent on the wlujle the inferior branches of 
Grade 3 occupations. 

Grade 4, that of " Ordinary Clerks,” is ixunarkable in two 
ways. First, the total number in tin* grade has increased enor- 
mously. Under 1 per c(*nt. of all sons sampled hav(j fatliers 
who were clerks; J)ut nearly 8 per cent, of the sons arc? them- 
selves clerks. Tlie numbei-s in this grade have increased more 
than those in any other. Secondly, the number of clerks whose 
sons follow the same occupation is c^speeially high : 52 per cent, 
of the sons of clerks arc themselves clerks. The rest nearly all 
become manual labourers. This high proportion has been 
swamped by the great influx into the Clerical grade in the second 
generation, for only 6 per cent, of present clerks are sons of 
clerks. Where do the rest of the grade come from ? The largest 
proportions (33-4 per cent, and 24-3 per cent.) come, it will be 
seen, from the grades of skilled and semi-skilled manual labour, 
and it was found that three-quart(;rH of those who move from 
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Grades 6 or 7 to 4 are juveniles.! The same trend is distinct 
among adult sons, though rather less marked. Over 20 per cent, 
are sons of unskilled workers, though in this case the proportion 
of adult workers is higher (42 per cent.). It looks as though the 
stream into the Clerical grade from unskilled labour is smaller, 
but has been flowing longer, than that from the skilled and semi- 
skilled workers. The numbers coming to Grade 4 from the 
immediately adjacent non-manual grades, 3 and 5, arc not merely 
small but represent comparatively small proportions of the total 
numbers moving out of Grades 3 and 5. 

Grade 5, comprising Shop Assistants and those in Minor 
Commercial posts, including proprietors of small shops, has 
also increased greatly in numbers over the period covered by 
the two generations. The proportion of persons in this group 
has been almost exactly doubled, rising from 3-8 per cent, to 
7*7 j)cr cent, of the total. Twenty-one per cent, of those born 
into Grade 5 remain in that class, but the largest group (26*8 per 
cent.) consists of those wlio sink into the grade of unskilled 
labour. The influx into Grade 5, like that into Grade 4, is 
composed almost entirely of the sons of manual labourers. As in 
tirade 4, the movennmt from manual to non-manual labour is 
much more conspicuous among adult than among juvenile sons. 
It is worth noting that this stream Hows both ways; in both 
directions it is wider b(*tw«‘cn 8 and 5 than between 0 or 7 and 5, 
and the number moving up the stream is l)c‘lwcen two and three 
times as great as that moving down. When considering Grades 4 
and 5 it must, however, be remcmbeivd that the sample is a 
working-(dass sample, and that therefore this movement from 
manual laV)our into the grades on the edge of the working class 
is probably somewhat exaggerated. 

Of the t»l sons of men in — Foremen, etc. — only one son 
is himself in Oa. This man represents, indeed, the only member 
of Grade i\a in the sample of sous. The reason ]n’esumably is 
that the ages of the samjdo of sons arc necessarily somewhat 
below the average of forenuni and men in supervisory posit iojis. 
'rhe sons of 6ft men fall into much the same grades as the sons 
of skilled workers. The large proportion who become unskilk*d 
labourers is remarkable; a number of foremen, however, are 
probably taken from tlie ranks of unskilled workers. 

Grade 6 (Skilled Workers) shows a remarkable decline between 

^ Tho inovonionta <if sons fnun tlioir fathers’ pra<los wvro so])aratoIy analysod 
f»>r nchilt anti jiivonilo sons, though tlio dotaiIo<l fal>l«\s liavo not boon inchido 
in tho paper. The results are suiiiiimrised in Table A. 
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the two generations. From 27*5 per cent, of the fathers it sinks 
to 18*9 per cent, of the sons. The largest group of the sons of 
skilled workers is found in Grade 8 (35'5 per cent.) ; 30*6 per cent, 
remain in their father’s grade; another 16*8 per cent, become 
clerks or shop assistants in Grades 4 or 5. The last group seems 
only a small proportion of those who move out of Grade 6, but, 
as we have seen, they represent a large proportion of the total 
influx into 4 and 5. Although on balance Grade (i is considerably 
depleted, there is a certain inflow, made up mainly by the sons of 
men in Grades 7 and 8. 

The number in Grade 7 (Semi-skilled Labour) also shows a 
considerable decline between the two generations, sinking from 
23*5 per cent, to 15 per cent, of the total. The number of those 
sons who remain in this class is low, and nearly half the sons 
sink into the unskilled labour group. Of the remaining third, 
who rise in grade, half become skilled labourers aiul the remainder 
non-manual workers. 1’he influx into Grade 7 is derived mainly 
from the other two grailes of manual labour, but especially from 
unskilled workers. 

Grade 8 (Unskilled Workers) is like Grades 4 and 5 in that it 
has inrreased considerably over the two generations covered. 
The increase is accounted for partly by the very high i)roportion 
(58 per cent.) of sons of unskilled labourers who remain in 
Grade S — the highest pro])ortion of sons remaining in their fathers’ 
clas3 in the samph* — and f>artly by an influx coming in equal 
proportions from Grades (i and 7. To tlw extemt of nearly 
50 per cent., indeed, the unskilled group is made up of the sons 
of men in the higlw'r manual grades who have falkui to a stan- 
dard lower than that occupied by their fathers. Those who 
move out of (irade S are also found mainly in Grades 0 and 7, 
though over 11 j)er cent, rise to the non-manual workers’ grades. 
It is evident that while the grade of unskilled labour is rather 
more stable than most grades, there is iu;vertheless a by no 
means negligible possibility of rising out of it. 

Yet the figures given here, it is interesting to see, hardly 
bear out the results of the two other investigations we have 
mentioned. Professor Chapman and Mr. Abbott, in their inquiry 
among scholars in Lancashire continuation schools,^ found that 
only 10*9 per cent, of the sons of unskilled workers remained in 
that grade. Chapman and Abbott’s classification “ unskilled ” 
is, however, mainly compos(‘d of general labourers. Unskilled 
workers in the textile or metal industries would be recorded 
‘ May 1SI13. 
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under “ textile ” or “ metal.” In our sample, of course, they 
would all come into Grade 8. Moreover, their investigation was 
made in a number of Lancashire towns specialising in particular 
industries. In such places the proportion of unskilled workers 
would naturally be low compared with the proportion in an 
area like Merseyside, whose docking and transport interests 
require an enormous number of more or less unspecialised and 
unskilled workers. Also Chapman and Abbott’s inquiry was 
made in 1912, and there can be little doubt that the proportion 
of unskilled workers in industry has appreciably increased over 
the last two or three decades. Clearly, the greater the proportion 
of workers in a particular class, the fewer persons may be expected 
to emerge from it. It is to be expected, therefore, that our 
figures should show more stability among unskilled workers 
than those of Chapman and Abbott. 

A less striking but considerable divergence is found between 
our figures and those of Professor Ginsberg in his article on 
“ Interchange among Social Classes.” ^ From his figures obtained 
from Professor Bowley’s survey of five towns in 1924 we find 
that 29*1 per cent, of the sons of unskilled workers are themselves 
unskilled workers, as against our 58 per cent., while (>4‘2 per cent, 
of his skilled workers’ sons arc themselves skilled as against 
30-6 per cent, in our figures. Again the difference seems to be 
chiefly due to the difference between localities, in Bowley’s 
five towns, according to Ginsberg's ligures, over half of the work- 
ing-class fatlicrs and male children are “ skilled workers,” and 
only about 20 per cent, are unskilled. The proportions in our 
sample are almost reversed — almost 50 per cent, are unskilled 
and only about 20 per cent, skilled. The divergence seems to 
be due to the differing importance of the two groups of workers 
in the different industrial areas. The comparison brings out the 
imiiortant point that movements out of and into large groups 
are rarer than movements out of and into small groups. Where 
nearly half the working class are unskilled labourers, unskilled 
labourers’ sons are far less likely to rise than in a town where 
only one-fifth belong to their grade. 

Persons in Grade 9 are not always easy to recognise, since 
the iuforinatiou on the househokl inquiry cards does not always 
indicate for how long an unemployed man has been out of work. 
»So it is possible that tlie figures for this grade are not complete. 
It is clear, in any ca.se, that meinbt*rship of tliis grade is not 
confined to the elderly, for the number of sons vhose fathers 

» ECUNO.M1C JoUKNAL, Dcfeiiibor p. 565. 
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are in Grade 9 is only one-eighth of the number of sons who 
are in that grade themselves. The sons of men in Grade 9 are 
fairly well distributed over the manual grades and some arc to 
be found among the clerks. There is no indication that a father 
who is unfit to work or unemployable is any very considerable 
obstacle to a son’s career. 

The sons found in Grade 9, nearly three-quarters of whom 
are juveniles, are recruited from all grades, though nearly half 
come from unskilled labourers’ homes. It was found, though the 
figures do not appear in any of the printed tables, that a slightly 
larger proportion than the average of the sons in this group come 
from unemployed fathers, ami that this is especially noticeable 
among juveniles. But for the most part it seems that the 
individual’s own f«ault or infirmity is responsible for his position 
in this grade. 

A comparison of mobility among juvenile and adult sons 
(Table A) shows that on tJie whole there is a remarkable degree 
of resemblance. This seems to indicate that no very extensive 
change has taken place in the extent of occupational mobility 
over tfie last twenty or thirty years. 


Table E 

Mobility of Sons in Relation lo Degree of Eviploymer\i\of Father. 



Dogrc'o of Kinploymont of Futhor. 


Kiill- 

eiu-t- 

Uiieiii- 

10‘tiroil. 


'riino. 

Tiuio. 

ployed. 

Per cent. (Ur 
ofSons|Do\vN . 
moving (Neitlior up nor ilowii 

27-9 

29-S 

9 10 

99-9 

970 

22-5 

91-9 

91 5 

94-9 

Til -7 

:j7'S 

95-2 


100 

100 j 

too 

100 


In Table E the positions and movements of sons are correlated 
with the Degree of Employment ” of their fathers. It is 
interesting that so large a proportion of the sons of part-timefathers 
(most of whom arc casual and unskilled workers) should remain 
in their fathers’ grades. 

In Table F we can see separately the extent of movement 
between the manual and the non-raanual classes inr the sample. 
It will be noticed that the flow from the manual to the non- 
xpanual class represents a very large proportion of the non- 
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Table F 

Mobility between Manual and Non-Manual OccajHUional Grades. 

(Non-inaniial Grades : 1 to 5. Manual Grades : 6a to 0.) 






Grade of Sun. 





Juvenile Suns. 

Adult Sons. 

AU Sons 



Non- 

Man- 

ual. 

Man- 

ual. 

Total. 

Non- 

Man- 

ual. 

Man- 

ual. 

Total. 

Non- 

Man- 

ual. 

Man- 1 
ual. 

Total. 

Grade of 
Father : 
Non-Manual 

42 

46 

88 

20 

47 

67 

62 

03 

155 

Manual 

206 

1,181 

1,387 

06 

601 

697 

302 

1,782 

2,084 

Total . 

248 

1,227 

1,475 

116 

648 

764 

364 

1,875 

2,239 


manual class entered, but only a small proportion of the manual 
class left. The flow downwards is much less considerable : 15 
in 100 sons of manual workers become non-manuals; 5 in 100 
manual workers arc the sons of non-manuals. 


Table G 

Destinalion of Sons of Non-Manual Workers going into Manual 

Classes. 


Miiiiiml Adult Sons 
with N on - Mam lal 
Fathers. 


Manual Juvenile 
Sons with Non- 
Mniiual Fathers. 


All Manual Sons 
with Non-Manual 
Fathers. 



Num- 

hor. 

Peroentngo 
of all 

Adult Son.s 
in Grade. 

Num- 

ber. 

Percentage 
of all Juve- 
nile Sons in 
Grade. 

Num- 

ber. 

1 

i Prreentago 

1 of oil 

I Sons ill 

1 Grade. 

In 6a 

0 

00 

u 

00 

0 

i o-o 

6 

11 

80 

18 

6-3 

29 

6-8 


18 

10-7 

9 

5-4 

27 

80 

8 

13 

41 

17 

2-4 

30 

20 

9 

5 

20-9 

i 

1 

31 

7 

8-0 

Total . 

47 

1 7-3 

j 46 

1 3-8 

1 

1 93 

! 

! s-o 


In Table G an analysis is made of the actual grades into which 
non-manuals’ sons who become manual workers tend to fall. 
The high proportion of juvenile sons going to Grade 6 shows that 
quite a large number of lower middle-class fathers are now 
apprenticing their sons to skilled manual trades. 

No. 162. — VOL. XLi. 


R 
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III. Mobility in Certain Trades 

Besides the figures relating to mobility among Occupational 
Grades, some information has also been collected about certain 
locally important trades and industries. The household survey 
cards on which the father is a member of one of the specified 
trades have been taken out and the occupation of the son or 
sons discovered. 

Table II 




No. of Sons 

Percontago 

Occupation of Father. 

Total No. 

in Father's 

of Sons in 

of Sons. 

Trade. 

Father’s 




Trade. 

Small Dealer .... 

61 

11 

18 

Independent Worker 

85 

17 

20 

Engineering and 1 Skilled 

148 

17 


Siiipbuilding /Unskilled . 

48 

9 

19 /I* 

: ; ; 

80 

32 

18 

2 


Railwayman .... 

101 

8 

8 

Dock Labourer .... 

257 

51 

20 

Seaman ..... 

158 

1 40 

1 2.') 

Total .... 

979 

1 173 

174 


The trades in question are : — 1. Small Shopkeepers; 2. Inde- 
pendent workers ; 3. Engineering and Shipbuilding, divided into 
skilled and unskilled workers ; 4. Building, skilled and unskilled ; 
5. Railwaymen; 6. Dock Labourers; 7, Seamen. The sons of 
small shopkeepers and independent workers wlio are employed 
by their fathers arc counted as small shopkeepers or independent 
workers. It will be seen that this classification in some cases 
cuts across the ten Occupational Grades with whicli we have so 
far dealt. There arc, of course, a certain number of other trades 
of local importance which are either too indefinite for our purpose 
— such as general labourers — or which can be at any rate approxi- 
mately identified with one of our other groups — such as clerks 
or shop assistants. 

Table H summarises the results of this investigation. It will 
be seen that on the average 18 out of 100 sons of men in these 
industrial groups follow their fathers’ trades. This figure is very 
much lower than the corresponding figure for Occupational Grades, 
for we found before that 37 out of 100 men remain in the same 
grade as their fathers. There is evidently a good deal of shifting 
among the different industries in the same Occupational Grade. 
The highest percentage of sons remaining in their father’s trade 
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is found among Seamen (25 per cent.), while the lowest is found 
on the railways (8 per cent.).^ A certain tendency, but not a 
very considerable one, was found to exist towards interchange 
between skilled and unskilled branches of the same trade. Four 
builders’ labourers, for example, had sons who were craftsmen, 
while four craftsmen had labourer sons. 

From the same data also we were able to find out which trades 
contribute mainly to the influx from manual to non-manual 
occupations which we have discussed above. We found that 
approximately one-quarter of the sons of building, engineering 
and shipbuilding craftsmen and of railwaymen make their way 
into non-manual occupations. On the other hand, an exception- 
ally small proportion of the sons of dock labourers emerge from 
manual labour. 

These figures may again be compared with those obtained 
from the inquiry by Professor Chapman and Mr. Abbott.*-* They 
found that on the average about 36 per cent, of the sons follow 
their father’s trade as against our figure of 18 per cent. For 
“ Building and Working in Wood ” they give 24*2 per cent, 
against our 17 jKsr cent, for Building (Skilled and Unskilled). 
For “ Metals ” they give 33'3 i)er cent, against our 13 per cent, 
for Engineering and Shipbuilding. The discrepancy is extremely 
interesting because it tends to support the view ^ that com- 
jiarativcly small towns with local industries breed a certain 
•industrial stability among all the population whether employed 
in the localised industry or not. Towns like Blackburn, Bolton, 
Burnley, Oldham, liochdale and Stockport — where Chapman and 
Abbott obtained their information — arc typical examples of 
si>ecialising industrial centres. Except for Stockport — a hatting 
centre — these places are all textile towns, and the low degree of 
mobility in the textile industries is well known.** It is significant 
that other industries, such as Metals and Building, should also 
show such low mobility there. In Merseyside, on the other hand, 
a great area with a vast diversity of trades and industries, mobility 
among them is very considerable, and the extent to which sons 
follow their fathers’ occupations relatively small. 

^ Tho pcrcezitago among dock labourers is worth noting, sinco prelVronco in 
the issue of new tallies is given to dockers' sons. (F. G. Hanhom, Report on 
Ccuiual Labour in Meraeysitle Area, p. 22.) 

* JJLS.S., May 191*3. 

* G. C. Allen, “ Labour Transforeuco ami Uneiuployniont,” Economio 
Journal, June 1930. 

* Soo, for example, J. Jowkes, “ Mobility of Labour in the Cotton Imiustry,” 
Economic Journal, March 1928. 

11 2 
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On the other hand, it will be remembered that when dis- 
cussing Occupational Grades we found that mobility among them 
was far less frequent in Merseyside than in Chapman and Abbott’s 
Lancashire towns, or in Bowlcy’s five towns. The conclusion 
suggested is that in the smaller, specialising towns, mobility 
among industries is rare, but there is a good deal of movement 
among the different grades of skill. On Merseyside there is far 
more mobility among the various trades, but less between the 
Occupational Grades within each industry or in industry as a 
whole. 

Our general conclusion is, then, that mobility among Occu- 
pational Grades, while not appearing to increase much over the 
last generation, is on the whole considerable, but that movements 
upwards are generally balanced by movements downwards. The 
social ladder seems to lift more than one man in four to a grade 
higher than that into which he was born, while more than one man 
in three falls to a lower grade than his father’s. At the same 
time, movements, both up and down, rarely cover more than a 
very few rungs of the ladder. Mobility between manual and 
non-manual occupations is frequent; the moves upwards, how- 
ever, more than balance those downwards. Between the two 
generations there has been a considerable accretion of strength 
to the non-manual relatively to the manual grades. Mobility 
among industries seems to be even greater than that among 
Occupational Grades ; only one man in six remains in the same 
trade as his father. 

If these conclusions represent the position in the jmpulation 
as a whole, it can hardly be said that the Occupational Grades 
into which the people in our sample arc classified arc in any 
complete sense “ non-competing groujis.” It is evident that for 
a boy entering work, choice of occupation is by no means restricted 
to the type of occupation — or much less to the particular trade — 
followed by his father. So far as the influx of fresh workers into 
industry is concerned, there is very definite competition between 
skilled, semi-skilled and unskilled work and between manual and 
non-manual occupations. 

My thanks are due to Mr. D. Caradog Jones, Director of the 
Merseyside Social Survey, for his guidance and assistance in the 
preparation of this paper. 


C. T. Saunobbs 



MR. KEYNES’ TREATISE ON MONEY 

A Treatise on Money, By J. M. Keynes, Fellow of King’s 
College, Cambridge. In two volumes. Vol. I. The Pure 
Theory of Money, pp. 363. Vol. II. The Aj)plied Theory 
of Money, pp. 424. l^s. each. 

After an interval of several months from publication, a 
review of a long-anticipated and much-discussed book like this 
tends to be a review also of readers and receptions. The merit 
of the work itself in this case becomes for a time much involved 
with individual reactions to the challenging personality of the 
author, and all the different complexes which his public record 
has created. Frankly, so far, the book seems to have baffled 
the bankers, who, quite unused to inner economic analysis 
beyond a very static typo, find in this new masterpiece of dynamic 
economics, headaches of the most formidable kind. And small 
wonder : for the chapters on definitions and fundamental equations 
are absolutely essential to anyone who would follow through the 
proof of the argument, and they are exceedingly concentrated 
reading. Indeed, they arc not reading at all, in the ordinary 
sense, but concentrated study, such as the average business and 
professional man has not needed to employ since he left college 
and examinations. Some of these j>ages certainly demand a 
half-hour each of close application before the reader is entitled 
to proceed. But to anyone who is concerned, not with proofs 
but results and doctrine, it is by no means so essential to master 
these sections provided that their general drift is understood 
and for the time being accepted. But the average banker is not 
disposed to put his hand trustfully in that of Mr. Keynes, and 
be led forth through devious and unknown ways. He is, indeed, 
afraid of being “ taken for a ride,” in the Chicago sense. In 
fact he is nervous of being “ had,” and certainly even if he is 
ready to be a disciple, he is afraid of his colleagues, and of having 
himself to “ explain why.” It will probably be a good many 
years before the full implications of this work will be a part of 
the mental machinery of the head offices of central and deposit 
banks, and there are many good reasons why it is not of much 
use in some of them singly, for it needs general comprehension 
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and readiness of acceptance before its full practical values can 
really accrue. 

The academic world is not always without its camps and its 
jealousies, and its reluctances to make admissions of a large and 
generous order. Nevertheless, private recognitions are now 
rapidly accruing, and no work of this remarkable force can, in 
an environment of reasonably disinterested intellectuality, and 
love of truth, fail to strike its mark fairly soon. Indeed, the 
more brilliant of the undergraduate world ore, I find, quicker to 
realise its potentialities than tlie cautious and conservative pro- 
fessors. It is to ihem, going out into the active professional 
world, that we must look for the widespread infiltration of 
practical affairs by the central ideas of the book. 

Professor Pigou has already described this treatise as “ im- 
portant and ambitious.” Certainly, hardly anything in the 
Theory of Money can ever be quite the same again, and I doubt 
if anyone can now go over any of his past work in this field 
without wisliing to modify some of his expressions and without 
wanting to touch up even the most finished of his prodiKjts with 
the new tools he has obtained. 

In many respects I regard Mr. Keynes’ work as the most 
penetrating and epoch-making since Ricardo, and in saying that 
I do not under-estimate the immense value of the synthesising 
work of Mill, Marshall and Pigou, and the general new incisive 
analysis of Jevons and the Austrians. For, this method of 
attack may lead us into quite new fields, and the author himself 
has not explored them all by any means, though he has inapped 
out a programme and given some iirovisional rules. 

I do not suggest for a moment that the work is perfect in 
form. In some jdaces it is unnecessarily difficult — by which I 
mean it can be made easier on a second approach. Mr. Keynes 
had to get it l)orn ” somehow, and he tells us the story of 
his labouring in tho preface : “ I could do it better and much 
shorter if I were to start over again.” The marvel is that it is 
so satisfactory architecturally as we find it, and it would be 
most ungrateful to cavil at some of the effects of the mode and 
challenging, changing time of writing. We must all feel that 
recent events have completely bankrupted the old monetary 
analysis both as a means of explanation and also as a practical 
guide. It would have been a less service to delay it several years 
in order to give it greater perfection. But I agree with Professor 
Pigou that the author might now well write a short work embody- 
ing his chief conclusions for the general reader, and to the banker 
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and student of affairs such a book would form an introduction 
to the larger work. The author calls this “ forcing his way 
through a confused jungle ” — ^a collection of material rather than 
a finished work, but in this he does himself much less than justice. 

In a complete treatise, Mr. Keynes necessarily had to deal 
with aspects ancillary to his main thesis, and there are, therefore, 
various chapters which do not contain the same note of origin- 
ality as the others. But, even in these, his touch and treatment 
are fresh and distinctive — ^nowhere is he merely summarising 
and recording existing material, for he brightens, retests, criticises 
and adorns. So, combined with his broad treatment are a 
“ number of discussions which might have been the subject of 
separate monographs.” Book I opens with classifications of 
money and bank money, where appears a discussion of the con- 
troversy, partly verbal, as to how and by whom bank deposits 
are ” created,” and also a definition, destined later to be of 
much importance, of savings deposits, the criterion of which is 
that they are not required for current payments and can, without 
inconvenience, be dispensed with, if some other form of invest- 
ment is seen to be preferable. Such savings deposits are here 
somewhat in excess of one-half of the whole. Book II deals 
with the Value of Money — purchasing power tested in different 
ways — the plurality of secondary price levels, the diffusion of 
price levels, and the theory of comparisons of purchasing power. 
At one point he says very justly, “ I do not believe that Great 
Britain would have returned in 1925 to the gold standard at the 
pre-war parity if it had not been for the habit of regarding the 
wholesale standard as a satisfactory indication of general pur- 
chasing power.” In his study of index-numbers I think he 
inclines to do less than justice to the Chain Method, for while it 
may not be the best to adopt when a full equipment is available, 
its ])ractical value for ‘‘ running repairs ” when away from home 
and help is very gieat. 

In Book III, “ The Fundamental Equations,” wc reach the 
heart of Mr. Keynes’ new theory and the most difficult and 
original passages of the two volumes. It is especially important 
that “ profits ” are particularly and closely defined in the residual 
sense of windfalls or differentials, all normal remunerations and 
interest and regular monopoly gains having gone into income ” ; 
such profits are, of course, often negative. ” If an entrepreneur 
spends part of his profits on current consumption, then this is 
equivalent to negative savings, and if he restricts his normal 
consumption because he is suffering windfall losses, this, on the 
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Other hand, is equivalent to positive saving.” If these special 
definitions are not kept in mind, in reading the later chapters, all 
is lost. Mr. Keynes then restates the Quantity Theory identities, 
but with the important aim of separating out those factors, 
through which, under a dynamic system, the causal process 
actually operates during a period of change, and arrives at his first 
statement, now so obvious, but so far-reaching : 

“ I propose, therofora, to break away froTii the traditional method of 
sotting out from the total quantity of money irrespective of the purposes 
on which it is employed, and to start instead — for reasons which will become 
clear as we proceed — ^with the flow of tho community’s earnings or money- 
income, and with its two-fold division ( I ) into the parts which have been earned 
by tho i^roduction of consumption-goods and of investment-goods respec- 
tively, and (2) into the parts which aro expentled on consumption-goods 
and on savings respectively. 

“ Wo shall find that, if tho first of thase divisions of tho community’s 
income is in the same proportion as the second, i,c, if the output measured 
in cost of production is divided between consumption-goods and invest- 
ment-goods in the same proportion as expenditure is divided between 
current consumption and savings, then tho price level of consiunption- 
goods will be in equilibrium with their cost of liroduction. But if the 
proportionate divisions are not the same in tho two cases, then tho price- 
level of consumption -goods will differ from their cost of production. 

“ The price level of investment-goods, on tho other hand, depends on 
a (iiftoront set of considerations, which wo shall como to later.” 

He finds that profits and losses are first an effect rather than 
a cause, but having come into existence arc then the mainspring 
of change. It is vital to his argument that the actual price level 
of investment is the resultant of the sentiment of the public 
and the behaviour of the banking system. It used to be sufficient 
to say that savings — ^purchasing power put into the money 
machine — were really spending, on a different class of goods, i.e. 
productive goods. But the essence of Mr. Keynes’ theory is 
that the decision to save instead of spending on consumption- 
goods is made liy a different set of minds and on different principles 
(in the way it divides purchasing power) from the decision to 
spend on production-goods (i.c. to invest) by those waiting and 
working at the practical investment outlet of the money machine, 
and there is nothing immediately to compel investment to be 
equal to savings. The whole of the theory is bound up with the 
results of these disequilibria. “ ’The performance of the act of 
saving is in itself no guarantee that the stock of capital goods 
will be correspondingly increased.” 

At first blush, and through a condensed description, it may be 
thought that we have here little more than an elaborate way of 
putting old theories of ” over-saving ” or ” under-consumption.” 
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But actually, although, as Mr. Ke3mes says, they have some 
affinity, they are based on quite a different point. Messrs. 
J. A. Hobson, and Foster and Gatchings, have stressed an appro- 
priate equilibrium between the devotion of human effort to 
consumption and production goods respectively — according to 
them there is an ideal, unspecified proportion between the two 
efforts, and when this proportion is departed from, trouble 
ensues. The kind of trouble they see at the bottom of our 
social disturbance is “ too much saving,” that is, too much put 
into instrumental goods, so that the consequent production finds 
too little consumption demand to meet it. Mr. Hobson at any 
rate traces the actual potentiality of over-saving in a maldis- 
tribution of income — ^too much income in the hands of a few 
whose consumption wants are few. But Mr. Keynes does not 
stress this ideal proportion. He would say, whatever proportion 
you actvally have between the two, you must be consistent on 
both sides of the account. He docs not say it should be 80 per 
cent, and 20 per cent, rather than 90 per cent, or 10 per cent., 
but whichever it is, it must apply to both the total production 
divided between the two classes, and total purchasing power 
divided between consumption spending and investment spend- 
ing, and if the proportions differ — ^if the rate of investment lags 
behind the rate of savings — ^then trouble must result. He 
remarks, with complete justice, it seems to me : “ They — ^Messrs. 
Hobson, etc. — are occupying an entirely different terrain from 
my theory, inasmuch as, on my theory, it is a large volume of 
saving which does not lead to a correspondingly large volume of 
investment (not one which does) which is the root of the trouble.” 
But he acknowledges that they deserve recognition for trying to 
analyse the influence of saving and investment on the price level 
and credit cycle when the majority neglected tliis aspect — 
although they stopped short of the true link with the theory of 
money. Mr. Keynes finds that the writer coming nearest to the 
centre of his position is Mr. N. Johannsen ( i Neglected Pohit in 
Connection with Crises, 1908, and pamphlets 1925, 1920 and 
1928). “ His doctrine of ‘ Impair Savings.’ /.e. of savings with- 
held from consumption expenditure, but not embodietl in capital 
expenditure, and so causing entrepreneurs who have produced 
goods for consumption to sell them at a loss, seems to me to 
come very near the truth.” But this writer does not go to the 
point of temporary disequilibrium, adjustable by a changed 
rate of interest, as a chronic state of affairs in society — he does 
not envisage it as a banking macliine defect of transmission. 
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Mr. Keynes finds that Tugan-Baranovski assumes that savings 
“ accumulate ” during depression to bo used up in booms, and 
also has the maldistribution of wealth complex. He puts the 
credit for the pioneer work upon Mr. Dennis Robertson, where 
we shall all bo glad to leave it, presuming that Mr. Robertson 
will give Mr. Keynes credit for hatching out the fertile egg laid so 
unobtrusively in “ Banking Policy and the Price Level which 
Mr. Robertson himself, after a well justified crow, left to its fate. 

In the modus operandi of the bank rate, some important 
new distinctions are made — ^the discouragement of investment 
relatively to saving, in its effect on prices, being brought to the front 
as a causal element. “ There has been no more harmful confusion 
within the field of monetary practice than the belief that bank rate 
has done its work when it has produced a fall in the price level, 
irrespective of whether this is due to selling at a loss or to a decline 
in the costs of prod\iction, i.e, irrespective of whether the deflation 
which it has produced is a Profit Deflation or an Income Deflation.” 

In Book IV we have the “ Dynamics of the Price Level,” in 
which the author does skilful manipulations of the creatures he 
has made, and savings and investment gyrate in what, on first 
reading, is a giddy maze, but which on a closer acquaintance is 
a brilliant and profound analysis — a perfect orgy of symbolic 
and difficult reasoning, wliich will defeat all but the most practised 
and persevering. 

In the second volume on Applied T^hcory we are soon back 
into savings deposits and velocities, backed by a use of all avail- 
able statisticjil material, which, to say the least, is courageous, 
though I am bound to say rarely foolhardy. By the analysis of 
deposits into two sections, it is shown that an apparent stability 
of monetary factors may really bo covering up important changes 
in the relative velocity of the two parts, which have far-reaching 
consequences. Mr. Keynes gets results of great value by dividing 
price level conceptions hitherto taken in one, and produces a 
completely new picture. He does the same with deposits, and 
indeed with like fundamental importance. One wonders whether, 
lurking behind other single conceptions, there may not be other 
double and diverse influences. For example, Mr. Keynes tends 
to treat ” savings ” as subject to a single influence of rate. He 
does not take the separate component psychologies of savings, 
made familiar by Professor Gonner — ^those sections in which the 
response to a higher rate is to make it necessary to save less, 
instead of more — ^Ijut probably on balance this is insignificant. 
More important, I suspect, is a further analysis of “ Profits ” 
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looked at as an aggregate — ^first an aggregate made up of slight 
tendencies all in one direction, and second an aggregate of a 
large mass of profits in certain sections rather outbalancing an 
aggregate of losses. I imagine that disj^ersion is just as important 
as aggregation, and that the behaviour of the Keynesian analysis 
could not be identical for two similar total effects made up of 
widely different types. Again, “ business losses ” are financed by 
excess saving — ^but such losses can be broken up into a diverse 
classification. Some businesses definitely finance a “ loss 
position ” by borrowing, others by letting stoclcs run down, 
others by not renewing, or delaying making revenue provision 
for renewal of, machinery (involving no borrowing). Is the 
effect of borrowing, disinvestment, and restriction identical? 
Nor is it always clear whether the business loss is brought about 
more easily by the fact that finance is available through over- 
saving, or under-investment, or whether it is the over-saving 
which causally compels the business loss, rid price change. For 
not all losses requiring financing arc due to price changes — some 
follow miscalculation and competition and individual trouble 
and backwardness. The dynamics are clear, but not always the 
direction of causation. 

The relation between development projects and “ unused 
capital ” in times when savings exceed investment is obviously 
one of great importance, and different readers have apparently 
found support for different views from these pages. Strictly 
the lack of equivalence does not result in a poteiitifil fund in 
existence for any length of time. For the enhanced savings, 
according to some, may hold the old objective investments at 
higher values, a form of security inflation, and support is found 
for this in the absence of any statistical evidence of a fund await- 
ing investment. But, in Mr. Keynes’ analysis, the purchasing 
power withheld from consumption-goods lowers the demand and 
the ])ricc, and prodiujos business losses which, put crudely here, 
jire “ financed ” by that very excess of purchasing ])ower trans- 
ferr(^d to saving. At some subsequent date it may be possible 
to create Jin excess of inresiment over savings, and reverse the 
process, but this is mere equivalence, and not an absorption of 
the original error. D3mainically, at the moment when private 
investment is less than savings, the surplus of the latter might 
bo prevented from financing losses by being absorbed in public 
investment which creates a demand for the right commodities 
and prevents a deflation of their price on the supply existing. 

Another brilliant passage restores a time doctrine of the 
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Wages Fund — ^the successors to Mill have not “ perceived the 
truth which lay at the centre of the confusion.” Following 
upon a careful distinction between productive consumption and 
unproductive consumption, he concludes that it is the flow of 
income available for consumption by the factors of production 
which constitutes the true Wages Fund, and it is the distribution 
of this fund between relatively productive and relatively unpro- 
ductive consumption which determines the volume of employ- 
ment and of output.” Most of us have felt, in an unanalysed 
way, that the ordinary exposure of the ‘‘ Wages Fund fallacy ” 
left out of account limitations on the rate of expansibility of 
working capital through credit, but Mr. Keynes has made his 
unerring contribution to this analysis also. 

Book VI deals with the Rate of Investment and its fluctua- 
tion. Disequilibrium more often arises from such fluctuations 
than from changes in the volume of savings : — “ Whenever the 
rate of interest changes for reasons other than a change in the 
demand schedule for the use or enjoyment of fixed capital, it is 
reasonable to expect a cliange in the rate of investment.” Dis- 
tinctions between increases in working capital and liquid capital 
are hci*e very important. The practice of testing net invest- 
ment by the growth of fixed capital tends to mask the extent 
of the dependence of the community during a slump upon using 
up liquid and working capital. “ It is precisely this shortage 
both of available output and of liquid capital which may retard 
the process of recovery oven after the influences which originally 
caused the slump have long since ceased to operate.” It is a 
common practice to-day to think that a diagnosis of how the 
slump came about is also the guide to the factors which are to 
be worked upon to secure recovery. 

The chapter on Historical Illustrations contains some very 
pertinent new criticism of the depression of the eighteen-nineties, 
but its greatest value perhaps rests in its suggestive treatment 
of the United States position for the years from 1925 to 1930, 
while the analysis of the “ Gibson paradox ” dealing with the 
high correlation between the rate of gilt-edged interest and the 
level of prices is of great importance in economic theory. 

In Book VII the Management of Money brings us down to 
the great banking problems of the day, and it is altogether 
beyond the scope of a review to describe the many contributions 
to analysis of recent events, and the many practical suggestions 
which Mr. Keynes makes in this field. For the first time, I 
think, he gets into reasonable focus the respective potentialities 
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of control by member banks and by central banks, as distinct 
from what ho describes as “ supernational control.” This portion 
should be read easily, and its main purport understood, by all 
interested in current problems. They are extremely far-reaching, 
for the fundamental assumptions of the gold standard and the 
difference between its working now and before the war become 
abundantly clear. A great deal of the critical matter centres 
round some of our (at present) quite unwarrantable expecta- 
tions : “ Can we afford to allow a disproportionate degree of 
mobility to a single clement in an economic system which we 
leave extremely rigid in several other respects? ... To intro- 
duce a mobile clement highly sensitive to outside influences as 
a connected part of a machine of which the other parts are much 
more rigid may invite breakages.” 

The author deals very acutely with what is sound and un- 
sound respectively in the innumerable j^roposals of currency 
cranks with their “ self-liquidating ” inflations. It is a little 
surprising, however, that he did not find more room for treatment 
of ” dual systems ” of currency, designed to relieve us of most 
of our internal difficulties by a domestic unit, which would 
maintain our internal price level conditions at the same time as 
the preseiit international unit with a varying link of exchange 
between them — such systems having been put forward by pains- 
taking and thoughtful writers. The treatise winds up with a 
chapter on Supernational Management, and the Bank for Inter- 
national Settlements, which is suggestive and indicative rather 
than exhaustive. I do not know that the progenitors in Paris 
could have done more in the constitution of the Bank if they 
had had Mr. Keynes’ book before them, but at any rate they 
would have been conlirmcd in their belief that they were attempt- 
ing the initial regulation of an overmastering function in the 
preservation of international social life and civilisation. 

Mr. Keynes must take rank in the greatest line of economic 
development. He lias provided material for innumerable analyses 
of particular questions. Assuredly not all his individual applica- 
tions will stand. He is young enough to alter and rewrite many 
of them himself, but as fii*st approximations they are a magnifi- 
cent contribution to realistic economic thought. In the realm of 
pure theory and analysis, I am convinced that our sense of 
indebtedness to him will continually grow. It was not only 
stout Cortez upon a {)eak in Darien who had a Pacific to stare 
at ! And the days of path-breakers are clearly not yet ended. 

J. C. Stamp 



REVIEWS 


Equality. By R. H. Tawnky. (Allen and Unwin. Is. 6d.) 

Mr. Tawney’s now book is, in part, political pamx)h1et and in 
part social inquiry. It is written throughout with the speed and 
verve of tho best political pamphleteering ; and in so far as it is 
social inquiry, it makes valuable contributions on several difficult 
problems in social theory. But the fusion of the two is not quite 
complete ; the pamphlet element has so far predominated, that at 
certain i)oints the other side of the case is neglected, where to 
state it would not detract from the argument but rather enrich it. 
For all that, it is, as might have been expected, a work of dis- 
tinction and of considerable importance. In it, Mr. Tawney is 
exploring comparatively new ground in social theory. It is 
extraordinary how little conscious work has been done in this 
direction, recognising the factor of class and its significance, and 
investigating tho impact of economic forces upon political society. 
Tho book joins a body of distinguished work whicli hiis only 
recently attained any prominence in this country. 

Mr. Tawney explains his purpose in somewhat i^ragmatic 
terras at the beginning. He says, “ It is worth while to inquire 
whether cconoinio efficiency may not be clogged by tho presence 
of conditions which make for social inertia, and whcthcT the path 
to its attainment may not lie to a less degree than is commonly 
sujiposed in the region of machinery and organisation, and to a 
greater degree in the attempt to create a more humane and 
flexible social system ” (pp. 18 and 19). And it is his thesis that 
since the community, to bo elfociive, requires a common culture, 
and since a common culture rests upon economic foundations, ‘‘ it 
is incompatible with the existence of too violent a contrast between 
the economic standards and educational opportunities of different 
classes. ... It involves, in short, a large measure of economic 
equality — ^not necessarily, indeed, in respect of the pecuniary 
incomes of individuals, but of environment, of habits of life, of 
access to education and the means of civilisation, of security and 
independence, and of the social consideration which equality in 
these matters usually carries with it ” (p. 41). Thus widely 
interpreted, it may be granted that he establishes this part of his 
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case, and that the extension of equality in these directions would 
add to, rather than detract from the smooth and efficient running 
of the social system. 

He opens with a survey of what Matthew Arnold calls, in a 
brilliant and famous essay, the Religion of Inequality. But what 
is most interesting is to see, in the quotation from Arnold, 
inequality regarded as against nature : “A system founded on it 
is against nature, and, in the long run, breaks down ’’ (p. 24). This 
does something to redress the balance of the discussion that rages 
on this subject; for we constantly are led to believe that only 
inequality has a natural foundation. There is as much reason for 
holding, as Arnold held, that the constant struggles of society 
towards equality, to iind an equalitarian balance, are just as 
natural a tendency. One wishes that Mr. Tawney had explored 
further the suggestion contained in his first paragraph, for there 
is evidently much that is unexpected and illuminating to be found 
on these lines, and a vast deal of what is currently accepted for 
wisdom to be shown up. 

Ilowovcr, ho does lay bare, very neatly, the common con- 
fusion between inequality as a fact of nature and as a desirable 
social end (p. 50). And he has a very penetrating remark (p. 64), 
summing up the extraordinary paradox, to anyone for whom the 
existing social system has little enough authority, that at the same 
time as it perpetuates differences between one class and another, 
it exerts a powerful influence to eliminate differences between 
individuals and to produce a common type. In the end, ^Ir. 
Tawney is apt to find the main obstacle to the attainment of 
equality to consist in “ habit of mind.” But surely this is in turn 
dependent on a class-structure based on inequality, which is more 
fundamental and wliich it is more necessary, therefore, to change. 
He seems to regard institutions as the expression of this temper of 
inequality. This, apart from its having the wrong emphasis, is 
liable to be dangerous for his argument ; since if, as he does not 
deny, it is in their mental characteristics that men arc notably 
unequal, on this argument it may only be natural to expect that 
the ‘‘ expression ” of these in society will bo the institutions of 
inequality. 

The second chapter, and indeed the main body of the book, is 
concerned with the relation between inequality and social 
structure. In this part Mr. Tawney makes brilliant use of the 
material collected by Professors Carr-Saunders, Clay, Ginsberg 
and others. But one wishes all the same that he had considered, 
in the section on “ Equality and culture,” what is to be said on 
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the other side. The problem as he sees it is to end social inequalities 
without in any way hurting the divergences and variety which 
are a source of richness to society. And therefore it is necessary 
to know how far culture is dependent upon this social variousness, 
and hence upon economic inequality. The defenders of the 
present system imply, even where they dare not say, that it is so 
dependent. It may be that a certain desirable variety does come 
from this juxtaposition of different social classes and standards; 
the point is whether the advantage, if it exists— and the matter 
has to be argued out— is outweighed by its enormous disadvan- 
tages. Mr. Tawncy is clearly of opinion that it is ; and much of 
his book is devoted to expressing what these disadvantages are. 

The most original, and in some ways the most satisfactory 
part of the book is the section on “ Class ” (i)p. 65-98). Hero, 
better than anywhere else in English, may be found a valiant and 
independent attempt to construct a coneei)t of class. The 
attempt, in itself, succeeds almost entirely ; it grasps, for instance, 
the essential point, that class is not determined by this or that 
specific characteristic of a group, but by a totality of conditions 
all of which must be present to constitute class-division. Never- 
theless, it is a disadvantage of the moral ai)proach that it is apt 
to confuse the proper recognition of class and class-struggle as 
facts of society, with the approval of existing class-arrangements 
and their consequences. From this confusion Mr. Tawncy is not 
entirely free ; and perhaps because he strongly disapproves of the 
latter, he ends by underrating the theoretical importance of the 
former. He deals with the subject with evident reluctance and 
leaves it with relief; though why the question of class should 
always receive the tribute of embarrassment, and as often as not 
of a pained surprise, is amusing to speculate on. But it is not the 
way to recognise a factor of fundamental importfincc to society, 
to regard it as “ a sensitive nerve.’’ Nor is it helpful to describe 
class-struggle as merely “ a regrettable incident ” ; or, if it is, then 
it is an incident which has continued throughout history ! 

The same criticism may be made of his treatment of the 
question of power and its economic connotations at the end of the 
book. He says categorically : “ It is not the case, therefore, as 
is sometimes suggested, that all forms of power are, in the last 
resort, economic, for men are so constituted as to desire other than 
temporal goods and to fear other than economic evils. ... To 
destroy it, nothing more is required than to bo indifferent to its 
threats, and to prefer other goods to those which it promises ” 
(p. 230). Of course, men desire other than temporal goods ; but 
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there is a point beyond which they cannot choose, or they cease 
to exist. In this lies the ultimate sovereignty of the economic. 
If they do choose not to exist, it is none the less a victory for the 
economic power exerted against them — even if it has no moral 
victory. And if they should be able to escape this choice, it is in 
so far as they have some economic power to rely on : the demand 
for their labour, or the strength of their associates enabling them 
to hold out. The moral is clear, and it would in no way detract 
from the cogency of Mr. Tawney’s argument to admit it. 

However, there is no doubt that he is ready to draw the moral 
in fact and apply it in practice (cf. p. 114) ; even if he is not yet 
prepared to accept all its implications in the realm of theory. 

A. L. UowsE 

The Future of Farming. By C. S. Orwin. (Oxford University 
Press. Pp. 156. 6s.) 

This book is a plea for a bold departure in agricultural policy. 
Mr. Orwin wants to rationalise the industry, applying to it the 
modern methods of industrial efficiency — the large unit, cand 
specialisation. He points out that recent enquiries into agriculture 
have proceeded on an implicit assumption, that certain traditional 
methods are unchangeable, and that reform means the best 
adjustment that can be made within the scojk) of these methods. 
The key of this assumption is the individual sclf>capitalised 
farm, of which we have about 300,000 in Britain. Yet the coal 
industry, having 1,500 producing units, was thought on that 
ground to need rationalisation. And the fanning problem is further 
complicated because of an inadequate adjustment of estates, 
farms, and even fields to the growth of the nation since the end of 
the Enclosures in 1850. Similar units of farm and field have 
lasted through all the changes in industrial organisation. This is 
the position which Commissions, Committees and Tribunals have 
been content to accept, but from which Mr. Orwin now wishes to 
break away. 

I think that he is right in this })rcsentation of the question. 
Any economist who turns his attention to the agricultural problem 
fin^ that he is within a range of ideas that is restricted by com- 
parison with other industries. He finds himself devising reasons 
for small holdings, and arguing in favour of ever^iiliing which 
requires a largo amount of labour to produce. He would not 
apply these views to the starting of small men in any other 
occupations. Even the reference to the Agricultural Tribunal 
involved the confusion between efficient food production and a 
No. 162. — VOL. XLT. s 
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high labour cost in agriculture as a whole. It is a good thing to 
have this confusion challenged, and to have agricultural policy 
put to the usual tests which would be applied to any industry. 

The three problems of policy have been credit, co-operation 
and the wage level. But both the former problems arise because 
the unit of production is not large enough to employ finance or 
marketing methods as a large business can employ them. Joint 
stock cuts out the problem of mortgage or mercantile credit, and 
creates units of enterprise which need not be at a disadvantage in 
selling. The wage level has to be adapted, as Mr. Orwin shows, 
to the value of work under restricted uses of mechanical capital, 
due to the fixity in size of the farm and the field. The narrow 
ambit of economic thinking on agriculture is, in fact, revealed by 
the clause of the Land Utilisation Bill which proposes, at this 
date, to advance jmblic money in order, as the Memorandum 
states, to “ make an experiment in large-scale farming.” 

Mr. Orwin ’s argument is not entirely free from the paradox of 
this position. The reason for the family farm, or the small 
capitalised farm, is an instinct to which he defers, and which indeed 
he applauds. Agriculture is a life. Ho goes further and says it 
is ** the life which Nature intended tliat the liuman race should 
lead.” And he writes a chapter, which I do not find more con- 
vincing than other chapters of the same kind, about the “ balance 
of national life ” between agriculture and industry. Inhere are 
7 per cent, of our people in agriculture (largely because of the 
small part played by w'omen) against figures of 30 and 40 per cent, 
in France and Germany. These latter figures are largely due to 
X)olitical causes and tariffs, not to a theory of “ balance ” as he 
understands it. It would be quite reasonable to hold that, for 
modem European coimtries, they are far too great. Belgium, the 
nearest to us, is 20 per cent. What is the criterion ? Mr. Orwin 
grants that defence and public health are no longer relevant to our 
problem. He argues that agricultural nations arc more stable 
and conservative in their manner of life and thought, less given 
to revolution, and so forth. But I doubt if much evidence for 
this can bo produced ; and it comes back on Mr. Orwin, because 
he has not shown that his methods of rationalisation will not mean 
labour-saving, and therefore a smaller agricultural population. 
In manufacturing industry, labour-saving reduces costs, expands 
demand, and creates new factories and more employment; in 
agriculture, the limitation of the soil prevents that result, so that 
I doubt whether the beginning and end of this book will square 
with each other, and I agree heartily with the end. 
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In tho second chapter, Mr. Orwin deals with certain differences 
between agriculture and manufacture which are fundamental; 
the influence of weather, the landlord-tenant relationship, the 
inelasticity of costs, the slow turnover, the friction of substitution, 
the burden of interest charges on loans. Tho display of funda- 
mental differences might lead one to suppose that agriculture 
must have a different kind of rationalisation from manufacture ; 
in tliat sense, again, tlie end of tho book leads us to turn back to 
tho beginning. But there is nothing in these differences which 
seems to me to obstruct the argument which is developed; on 
the whole, they support it. 

To come to tho central position. Mr. Orwin has returned to 
his earlier views on Small Holdings policy as understood in this 
country ; and his discussion of that is a finely reasoned piece of 
work. He points out the absurdity of basing the small liolding 
on acreage. For family farming of some kinds, 200 or 300 acres 
may be a small holding ; in other cases, 60 acres may be a large 
holding. And if we look at the types of family farming in the 
Old World and tho New — the jwasant proj)rictor and tJie self- 
capitalised farmer — ^in both cases he liolds that tlicy represent 
“ a standard of life as far removed from anything for which tho 
organised labour movement is striving as could well be imagined.” 
The peasant proprietor, indeed, is the standing anachronism of 
modern civilisation.” Yet it is tho latter which has been the 
model of Small Holdings’ legislation, though tho former is that 
which represents the pioneer work of farmers of British race in 
other countries. Subject to a ])roper crit-crion as regards products, 
soil, and local conditions, Mr. Orwin is willing to keex) a place for 
family farming, but is entirely against any general policy of 
establishing it everywhere. Not that it ever makes economies as 
against large-scale production; but under careful conditions it 
need not bo very w^astcful, and it maintains agricultural jmpulation, 
though not on a high level of subsistence. 

Apart from automatic small-holdings policy, the main criticism 
is directed against farming on a scale which does not ])ermit of 
proper B];)ecialisation, and has made a tradition of mixed farming. 
He points out that it is this kind of farming — stock and crops — 
which is mainly suffering, and that distress is less with the 
specialised products of milk and grazing. Further, he shows 
how certain pioneers of specialised farming, using chemical 
fertilisers and mechanised methods, have successfully' w'orked on 
factory lines. It is through Mr. Orwin s work that these important 
instanees of now ideas in British farming have become generally 

s 2 
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known. The mixed farmer has, in his view, too many different 
things to think about; he cannot co-operate successfully in so 
many directions ; and he cannot really know the cost of any of 
his products in the rotation. What is the lowest cost at which 
barley can be successfully grown in this country ? We do not 
know, Mr. Orwin replies, until we have applied large-scale 
mechanised methods to the growing of barley by itself, in the 
districts best suited to that crop, by farmers able to apply the 
special results of research to that particular problem. For that 
purpose, we have to get off the horse power unit, and the hedged- 
field unit, and the family unit ; it means a new kind of capitalisa- 
tion and of process. The same considerations apply to all cereals, 
to fruit, milk and grazing. 

His proposal is therefore for a National Survey of the agri- 
cultural land, to decide what districts are most suitable for what 
kinds of produce, and that farming shall then specialise itself 
according to its most efficient unit of working ; subject to family 
farming being provided for in districts where there is least to bo 
said against it, or unless family farming happens to be the right 
kind of farming for any product. He wants a reference “ to 
examine the farming systems of England and Wales, and the soil, 
climatic and economic factors controlling them, in relation to 
(1) the further development of specialisation of crops and live- 
stock, (2) the improvement of the standard of labour by the 
extended mechanisation of agriculture, (3) tlio rationalisation of 
land settlement.’' 

This means a complete review of the bounds now set by 
differences of field, farm and estate. For example, in an arable 
district, where the efficient factory farm might mean up to 5,000 
acres, he is j^repared to pull down the hedges and plough up the 
ditches. There is no solution for tlie problem of estates except 
the State ownership of agricultural land, a proposal corre- 
sponding to that for the nationalisation of mining royalties. The 
extinction of owners’ and tenants’ interests may have to be 
gradual, for example, when leases fall in or estates pass at death, 
but the important thing is to have a point to march on. The view 
that some kind of State ownership of agricultural land was 
fundamental to reform, first put forward by Mr. Orwin and Mr. 
Peel, was independently adopted in the Liberal Land Inquiry. 

These ideas are revolutionary, and will frighten many land 
reformers. But the value of this book is the march of a sustained 
argument which brings under review, and places in a new order, 
the fullest results of modern agricultural inquiry. The alternative 
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is to go on with the ‘‘ agricultural policies ” which seem to be 
expected of every successive Government. Mr. Orwin’s is put 
forward as an efficiency policy, but, as said above, it may not 
prove to be a greater employment policy. If on this latter ground 
we have to face agricultural protection because agriculture is a 
“ life,” as Mr. Orwin seems to think may bo temporarily necessary, 
the gains of efficiency are an offset to that cost. 

1 should like to add that there is one matter on which he has 
not touched. Every enquiry into agriculture has shirked the 
question of a certain alternative use of the land,” namely, 
hunting. We ought to be alive to the fact that our agricultural 
land is hunted over for five months of the year. We do not know 
at all whether this is a large or a small detriment to farming. It 
is foolish to talk about “ keeping down foxes.” On a sample 
taken last wdntcr, 28 meets a day hunted 78 foxes and killed five. 
Mr. Orwin will clearly have against him in his drastic proposals a 
strong vested interest in the occupation of marking foxes to ground 
over a nine-mile point. We ought to know how this affects 
farming as a matter both of cost and of the relative local prestige 
of the uses of the land. May one who has worked with Mr. Orwin 
in a large agricultural inquiry, and who is grateful to him for the 
stimulus of this bold redirection of thought, suggest that his 
Institute should grasp as fearlessly this thorny and hitherto 
reserved question ? D. H. Macgregor 

Joint Stock Banking in Germany, By P. Barrett Whale. 

(Macmillan & Co. 16s.) 

The English banking system has been studied by foreign 
economists at various times, and, on the whole, not infrequently. 
Works have been produced by them dealing with the Bank of 
England and the Joint Stock Banks from historical, comparative 
and critical standpoints. Wo may, perhaps, properly flatter 
ourselves that the reputation and character of the English system 
serve largely to explain the attention attracted to it. But 
recent manifestations of the critical spirit by acute observers 
suggest that in modem banking policy we may possibly gain 
from a lesser degree of self-satisfaction and a readier tendency 
to profit from foreign experience. In undertaking the volume 
under review Mr. Barrett Whale does not exi>licitly announce 
that his object has been to give the desired lead by undertaking 
a survey of German Joint Stock Banking, but it may bo presumed 
that such was his motive. Congratulation is due to him on account 
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of his initiative and enterprise; and it is to be hoped that he 
will not lack followers who will bo equally painstaking in examin- 
ing into the merits and demerits of other foreign systems. 

The title and sub-title show that Mr. Whale has confined 
himself to a study of the German “ Creditbanks/’ and actually 
he has restricted his matter to the particular type of Joint Stock 
Banking comprehended by this somewhat amorphous term. The 
wisdom of this restraint, apart from other considerations, lies in 
that he has been able to include under one cover a detailed survey 
of Joint Stock Banking in pre-war, war and post-war years up 
to 1928. It has also served his deeper purpose of making a 
comparative study of one important type of financial institution. 
Obviously the main drawback to a separate treatment of one 
kind of banking activity is the difficulty of reconciling it with 
the general banking milieu ; and in view of the varied forms of 
banking enterprise which have long existed in Germany, this 
difficulty is enhanced. (In the case of Germany the delimitation 
of even private and Joint Stock Banking is more than usually 
troublesome.) Mr. Whale has met it by sket<;hing in the back- 
ground where this was deemed nec(?ssary, and by making defini- 
tive references where this was thought to be inevitable. These 
resorts may be judged to have succeeded very largely in removing 
the drawback entailed by a specialist study; and only minor 
objecjtions could, or should bo advanced. Yet it is hard to 
abstain from suggesting that while, e.g,, the narrative makes 
satisfying references to the part played by the Roichsbank, more 
might profitably have been said of the ju'cciso relationship exist- 
ing between the llei(;hsbank and the “ Oeditbanks ” and the 
reactions of the poli(\y of the one on the other throughout. 
Again, Mr. Whale has elected to refrain from comparing and 
contrasting principles and features of Joint Sto(jk Hanking in 
other important countries; but, to take two instances, his treat- 
ment of German bank amalgamations might conceivably have 
been assisted by reference to England and the U.S., while his 
excellent exposition of the relationship between German com- 
merce, banking and industry would hav(5 gained in lucidity and 
perspective if he had invoked the aid of cognate banking philo- 
sophy in France and England. 

As for the actual subject-matter, this is dominantly chrono- 
logical, and sub-dominantly by specific topic. After an intro- 
duction designed to clarif y the general scheme of German banking, 
the usefulness of which cannot be questioned, Mr. Whale pro- 
ceeds in Part I to give a short account of the origin and growth 
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of the “ Groditbanks ” up to 1913. This chapter gives an en- 
lightening survey. Notwithstanding extant German writings, 
however, it is scarcely full enough to serve its purpose and would 
have gained from a more exhaustive historical excursioning. 
Mention is made of the aims and principles of the early “ Credit- 
banks,” but their destined subsequent importance would excuse 
a more comprehensive account of their origins. This criticism 
needs to be tempered, however, in view of the historical inter- 
polations in the subject-matter of the following chapters of Part I, 
which deal respectively with the position of the “ Creditbanks ” 
in relation to industry, foreign trade, the money market and 
“ Creditbank ” business. Of these, the best is that dealing with 
the banks and the money market, where an effective, balanced 
and adequate account is given of the events preceding and subse- 
quent to the Bank Enqti^te of 1908. The one-time prominent 
issue of the adequacy of reserves considered in relation to the 
special features of German Joint Stock Banking practice is 
carefully summarised and capably judged. 

Part II is given up to the war period and afterwards, up to 
1928, while some references are included to the events of 1929. 
To describe and assess accurately the effects of inflation, war 
financial policy and stabilisation on the ‘‘ Creditbanks ” calls for 
groat discernment ; for the process of disentanglement is highly 
complex. The chapter devoted to events since stabilisation is 
clearly the best, and also the most interesting. While some 
banking students may not find themselves able always to agree 
with Mr. Whale’s analysis — thus it may be thought that he 
underrates the real significance of the “ stabilisation ” crisis as 
opposed to that of general trade depression— none will bo dis- 
posed to deny the penetrating quality of the analysis, nor the 
luminosity of the waiting. Considerations of space doubtless 
forbade a fuller account of the industrialists’ attack on the banks, 
but since this is a matter of no small significance, more extended 
comment would have been welcome. For the same reason it 
would have been desirable to penetrate more deeply into the 
reasons for the progressive post-1923 concentration of German 
Joint Stock Banking, and in particular the now phase of the 
movement begun by the notable amalgamation of 1929 between 
the Deutsche Bank and the Disconto-Gesellschaft. 

T’he last chapter is devoted to conclusions. In view of the 
fundamental issues raised in earlier pages, one feels that Mr. 
Whale has hero allowed himself too little space; and one feels 
this the stronger because of the importance for German banking 
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of the events of 1929 — ^which has been pronounced to be the most 
critical year since stabilisation. But the reader must console 
himself with the knowledge that ho may detect anticipations of 
much that rightly belongs here in immediately preceding chapters, 
while where judgment is withheld ho cannot complain that the 
material is lacking. 

Taken as a whole, it is a worthy book, comprising as it does 
a careful, comprehensive account. It represents the results of 
long and thorough research, and deserves the attention which 
undoubtedly it will receive. 

J. Sykes 

University College, 

Exeter, 

Federal Reserve Policy, 1921-30. By Harold L. Bbed. 1930. 

(McGraw Hill Publishing Co. Pp. ix + 207. 12^. 6d.). 

The Federal Reserve System : its Origin and Growth, By Paul 
M. Warburg. 1930. (The Macmillan Company, New 
York. 2 vols. Pp. xxv 1- 1752.) 

Mr. Reed’s book provides an historical sketch of Federal 
Reserve operations in the ten years from 1921 to 1930 and a 
running commentary and criticism. It is freshly and clearly 
written, and the matter is intensely interesting. Eschewing 
irrelevant detail, Mr. Reed goes straight to the heart of the series 
of problems with which the Reserve Banks have been faced, and 
handles his subject with a bold directness. Not himself attached 
to the system on which he is commenting, he is able to discuss 
fundamental questions more freely than those who have hitherto 
written the best books on this topic. 

His narrative not only gives the principal facts in the history 
of these years, but also seeks to interpret them. He admits at 
the outset that he is labouring under a serious difficulty. Inter- 
pretation involves ascription of motive; naturally there is no 
authoritative statement of the motives which governed many 
important acts of policy, nor is there any method of research by 
which the motives can be certainly determined. Even if the 
minds of all those responsible for action could be laid bare, the 
task of the interpreter would still be highly complex. Some of 
them may well have been none too clear-headed at the time; 
different motives may have led different individuals along the 
same path; policy may often have issued from a conflict of 
opinion and the triumph of one school of thought over another. 

Mr. Reed has had such opportunities of reaching an under- 
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standing of the mind of the system as personal contact and dis- 
cussion with many of its officials can give. His method in this 
book is to review the relevant circumstances in each case, to 
state the arguments which an intelligent advocate of alternative 
policies might have adduced and to test actual policy by the 
balance of sound argument. 

It is not possible hero to trace the course of Mr. Reed’s analysis. 
The raising of rates during the spring of 1023 in the face of huge 
gold reserves and the statement of policy published in the Board’s 
Report for that year have combined to suggest 1923 as the period 
in which new notions of the proper criteria of banking policy began 
to affect action. Mr. Reed places this development a year earlier. 
He does not think the natural desire to increase eaniing assets a 
sufficient explanation of the purchase of securities by the Reserve 
Banks in 1922. “ Somewhere in the system there was profounder 

and more discriminating thinking ” (p. 41). 

In the period between 1922 and the crash, therc were two 
occasions on which the System took deliberate steps to cremate an 
expansion of credit on a big scale, in 1924 and in 1927. Mr. Reed 
finds the “ aggressive ” policy justified by the international and 
domestic situations on each occasion. He considers that the 
measures of restraint needed and effected after the easement of 1924 
mild or negligible. They were sufficient, however, to be stamped 
vividly on the memory of those who were apprehensive of the 
consequences of our impending return to the gold standard at that 
time. He draws a tentative conclusion of no little interest. “ The 
fact that vigorous restraining measures were not required in 1925 
may have made the Reserve Banks more content with the mild 
restrictive measures of 1928. To the gentle restraints of 1928, in 
turn, no small share of the cause of the catastrophic stock-market 
decline in 1929 may perhaps be attributed ” (p. 93). 

Mr. Reed inclines to the view that the easing measures of 1927, 
called for by the international situation and by the world-fall of 
prices connected, he holds, with the drain of gold to the U.S., w ere 
too long deferred ; he is doubtful w^hether the expansion of credit, 
when it came, can be shown to have been excessive ; he holds that 
the restrictive measures in the first half of 1928 w'ere inadequate. 

As he draws near the events of 1929 the general course of his 
reasoning becomes a little less clear. He provides an elaborate 
statistical argument to show that the boom in securities w as not 
taking money away from industrial and commercial purposes, but 
was carried by an increase in the velocity of circulation. The 
Federal Reserve authorities were right, however, to be alarmed at 
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the speculative use of credit, “ not because such credit was made 
unavailable for other uses, but because speculative demands 
threatened an excessive expansion of credit in general (p. 176). 
To correct the situation the System should have relied on its 
general powers of restricting credit, rather than on an attempt to 
direct the use of credit by persuasion and advice. Not that a 
central banking system should pay too much attention to the 
vagaries of the stock-market. The trouble was that the fallacious 
notion that money was being absorbed in the security market 
prevented the Federal Reserve authorities from taking sufficiently 
drastic measures to reduce the total amount of credit outstanding, 
which in 1928-9 was excessive in relation to the needs of industry, 
judged by the long-term trend of expansion. Such seems to be 
the drift of his reasoning. 

In a single sentence Mr. Reed expresses his view as to the proper 
policy for a central banking system. “ The stabilisation of 
business seems to be very largely a matter of avoiding serious 
departures from a rate of credit enlargement (jorresponding 
roughly to the physical growth of a country’s trade ” (p. 199). 
This principle leaves a considerable range for further determination. 

Hints are thrown out of the difficulties inherent in a federal 
system. ‘‘ The system of regional Reserve Banks has many fine 
features, but, nevertheless, it offers distinct obstacles to unified 
interdistrict policy.** In monetary policy prompt action is of the 
utmost importance. Effective iMjtion is usually impossible without 
the collaboration of the System as a whole. The delays in 1 927, 
the insufficient severity in 1928 may have been due to the failiii’c 
of the average mind or even merely of the most slow-moving minds 
in the System to keep pace with the best opinion. In the absence 
of a dominating personality or of special circumstances which allow 
popular sophism to be added to valid argument, the System may 
fail in practice to operate in accordance with the advice of its own 
most capable leaders, or to reap the fruits of the wisdom, which 
statistical research and rigorous analysis are making available for 
its guidance. 

But this is dangerous ground. The whole history of banking 
in the United States abounds in examples of obstacles due to 
particularist sentiment and the fear of Eastern domination. The 
Federal Reserve S37Btem was a hard-won compromise. Mr. Paul 
Warburg in his two massive volumes shows the difficulties of this 
kind which those responsible for its inception had to overcome. 

Mr. Warburg’s book is mainly concerned with the origin of the 
Federal Reserve System. He traces the consolidation of opinion 
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favourable to a central banking system and analyses the successive 
Bills which were before Congress. The two evils which he was 
himself particularly concerned to combat were excessive decentral- 
isation and political control of the System. In the last chapter of 
his main text, “ Looking Forward,” written in 1927, he finds that 
the two most serious shortcomings of the System, as it is, are, first, 

“ its failure to create important discount markets outside of New 
York City, and, as a corollary, its failure to lessen the congestion 
of the country’s unemployed funds on the New York Stock 
Exchange,” and, secondly, its structure, from which the dangers 
of decentralisation and political control are not completely 
eradicated. Mr. Warburg has constructive suggestions for 
remedying these last defects within the existing frame-work. He 
desires to depose thc^ Secretary of the Treasur}'' from tx officio 
chairmanship of the Board, to bring the Coni])troller of the 
Currency’s Department under the authority of the Board and to 
place four governors of the Reserve Banks on the Board. In this 
way he would hope to make the System more independent and 
more cohesive. It is woi th noting that in a discussion of the crisis 
of 1929 (Adrlenduin II) Mr. Warburg shares Mr. Reed’s view that 
the expansion of 1 927 was justified. The subsequent disaster may 
be attributed to the weakness of the Banks in the following year. 
This weakness may be taken to illustrate the need for reform on 
the lines suggested. The part which Mr. Warburg played in the 
foundation of the System, his practical connection with it from 
its beginning and his sympathy with its broader aims invest his 
recommendations with sj)ecial authority. 

The main interest of the Avork under nwiew, howevtT, is in the 
light it throws on the history of the inception of the vSystem. It 
consists ])artly of a narrative and partly of a collection of Mr. 
Warburg’s essays and addresses, dating chiefly from the years 
1 907-17 . It is convenient to have these scattered uTitings brought 
together. Knowledge of the early history both of its general 
structure and of the detailed provisions of the Act is essential to 
a proper understanding of tlic S^Tstem as it is ; Mr. Warburg’s book 
is an important aid to the acquisition of such knowledge. 

Christ Church, R. F. Harkod 

Oxford. 
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The Theory and Principles of Central Banking, with special 
reference to the working of the Bank of England and of the 
Federal Reserve System of the United States. By Wm. A. 
Shaw, Litt.D. (London : Pitman & Sons. 1930. Pp. xii -|- 
254. 12 j. 6d.net.) 

Thebe was once a soldier who complained that all the rest of 
the battalion was out of step ; he was the prototype of Dr. Shaw. 
Never was there so perfect a heretic, never so complete an un- 
believer in current monetary theory, and one reviewer cannot 
hoj)e to track down all the divergencies from accepted doctrine. 
One might recommend the book to examiners as affording useful 
tests of their victims’ comprehension of the principles of banking 
and finance, but not to professors as a text-book, for while there 
is plenty of dogmatic assertion there is little of cohesive and 
reasoned theory. 

His heresies go deep. “ The quantity theory of money is 
simply a hopelessly confused and confusing figure of speech, and 
it is as the poles sundered from the actual facts and data of price 
and exchange phenomena ” (p. 193). “ Money is not a value or 

a quantity, but a function or a capula ” (p. 192). “ Price is not an 
expression of the ratio of goods to money. It is the expression of 
the countless ratios of goods to goods, and the possible variations 
of those ratios are as infinite as the sands of the sea ” (j>. 194). 
Apparently there can be no theory of price, or, if there is. Dr. 
Shaw has vouchsafed us no glimmer of a light into its recesses. 
He has no use for a Central Bank (in the ordinary acceptance of 
the term) as the issuer of currency; ho does not believe in its 
independence of the Government, and goes so far as to attribute 
the belief in its necessity partly to “ the lurking belief at the back 
of every legislator’s mind that if the worst comes, and if debase- 
ment has to be resorted to, the Central Bank will be a ready-made 
tool or engine by which to operate the debasement ” (p. 76). 
After an historical survey which will surprise many students. Dr. 
Shaw concludes that “ the historical survey agrees with pure 
theory in declaring that currency control is not and cannot be a 
function of a Central Bank, and tliat paper currency must be 
entirely automatic alike in its issue and its retirement, just as the 
previous metallic gold circulation had been, and therefore that the 
control of it lies in the community, not in the Central Bank ” 
(p. 57). Such a currency we had for a while in the Currency Note 
during the period when there was no limit fixed to its issue. 
“ For the first time in history the world had a sample of a truly 
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automatic currency, issued only by the State, sold only at full face 
value, supplied or retired in complete accordance and response to 
the community’s unfettered demand or need ” (p. 51). Even if 
Dr. Shaw’s account were in strict accordance with the facts (which 
is not admitted), the language of his praise has unpleasant echoes 
of the defence of the German note issue — ^that it was not inflation- 
ary since it was issued only on demand. The amalgamation of the 
note issues in 1928 is roundly condemned. “ We must revise the 
amalgamation and suppress the Bank of England Note and Bank 
of England control. We must reinstate the State note and the 
principle of uncontrolled automatic self-regulating issue. And 
this we must do while yet there is time. We must not wait for 
the next great war or for another world-encircling financial 
crash ” (p. 80). 

The utility of the Central Bank as a i*e-discounter is 
contested and its assumed necessity as custodian of the reserve 
of the banking system meets with short shrift. “ Currency as a 
State issue and as guaranteed by the State needs no cover at all 
for convertibility purposes. Its cover for reilemption purposes is 
its own Redemption Fund, and that is (let us suppose) segregated 
and insulated alike from the banking system and from the Govern- 
ment system, by being deposited in the hands of Redemption 
Trustees. Therefore, for such a currency no cover at all, in the 
old banking conception thereof, is requisite. Banking cover 
consists of a certain percentage of deposits liej)t in a liquid form. 
Whilst our cuiTcncy was metallic, that liquid form meant — ^gold. 
Now that our currency is inconvertible paper, that liquid form 
means — securities. In this case, theixdore, as we arc situated 
to-day, the banking system of Great Britain (if granted the 
guarantee of the removal of the maximum limit to the note issue, 
and if granted the right of purchasing cuiTcncy by deposit of 
securities) needs no metallic reserve. It needs only a securities 
reserve, a reserve composed of securities ” (pp. 108-9). Under 
such a reform tlio Bank of England could “ freely devote its whole 
reserve to supporting the exchange and so keeping tlio free gold 
market working smoothly and the sterling gold standard operating 
without strain between the gold points ” (p. 109). The Bank should 
confine itself to this international activity and should retire from 
the attempt to control discount rates in the money market. 
“ Presuming it to be so eliminated, then it would be left to the 
Joint-stock Banks to build their own co-ordinated federation, and 
to submit themselves voluntarily to their own Central Board. 
That Central Board would fix its own discount rate, and in fixing 
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it would have regard in the main to domestic conditions. But if 
the Discount Houses, acting as the satellite of such a co-ordinated 
banking system, were to inform the Central Directorate that 
foreign competition for bills was becoming destructively keen, the 
Central Bank or the Central Directorate would review the domestic 
discount rate and readjust it to meet such competition ” (p. 139). 
“ The interposition of the Bank would only be called for when the 
outflow of gold or the ui^setting of the exchanges was demonstrably 
not the result of trade balance, but the result of financial movements 
or financial operations arising from abroad ” (p. 199). Thus the 
Bank was justified in putting up its rate to per cent, in the 
autumn of 1929, and “ this action would have been as ideal in 
effect as it was patriotic in intention if the 6^ per cent, foreign or 
exchange Bank of England Bate had co-cxisted with a 3 per cent, 
domestic federated Central Bank Bate. In that case wc should 
have had a protective 6^ per cent, ring drawn round the London 
Money Market, and at the same time domestic industry would 
have enjoyed a 3 per cent, domestic interest rate ” (p. 199). It all 
sounds terribly attractive, but in the absence of very detailed 
analysis Dr. Shaw’s assurance is not sufficient guarantee that two 
discount rates, one foreign and one domestic, could exist at the 
same time. 

“ The policy of such a Central Directorate is not to control 
prices but to co-ordinate production ” (p. 198). “ Control of 

prices by a Central Bank through its supi^osod control of credit is 
a pure myth and an impossibility ” (p. 196). The Directorate 
would virtually regulate production by means of its knowledge of 
the daily statistical position as regards the applications for loans 
and the funds, or deposits, available to meet them. Whether 
this would stop over-trading would depend on the wisdom of the 
Directorate, and Dr. Shaw’s expectation of wisdom from his 
Directorate of the future iscuriously at variance with his condemna- 
tion of the folly of the directorates of the past. There arc many 
more passages in the book which call for comment, and one would 
pause to praise Dr. Shaw’s scathing criticism of the “ window- 
dressing ” policy of the Joint-stock Banks, and his demonstration 
of the ineffectiveness of the Federal Beserve Board’s rediscount 
rates as means of controlling credit. One surprising statement 
must be corrected, that in Italy “ the note issue is a monopoly of 
three banks ” (p. 39), for the note issues of those banks were 
unified under the Bank of Italy in 1926. Again, on p. 55, the 
total issue of Bank of England and Currency notes, without 
deduction of those in the Currency Note Hedemption Account 
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and in the Banking Department of the Bank of England) before 
amalgamation is compared with the combined issue (less the notes 
in the Banking Department) after amalgamation, which does not 
seem to be legitimate. On p. 102 there occurs the following 
passage, which can only be described as an amazing muddle. 
Referring to the restoration of the gold standard in April 1926, 
when the gold reserve was “ £165,742,064 as against a circulation 
of £148,386,705,” he proceeds : — “ What did this circulation 
represent? Deducting the £53,950,000 held by the Currency 
Note Redemption Fund and£19,750,000 for the fiduciary jmrt repre- 
senting the Bank’s capital and the rest, we are left with a circulation 
of seventy-five millions (£74,686,705), which represented several 
things, viz. : (1) the gold reserve of the Joint-stock Banks, which 
they had turned over to the Bank of England under pressure; 
(2) gold deposited by allied countries as security for war debt 
owing to us. The amount deposited by France would appear to 
have been at least £50,000,000.” The gold which came to us 
during the war from allied countries fell into three categories : 
gold from Russia and France which was sent on to the United 
States and spent during the war : gold from Italy sent to the 
United States after the end of the war ; gold dcjpositcd as a pledge 
by the Bank of Franco in 1916, the balance of which (£18,315,000) 
was restored in 1927. No part of all that gold was ever in the 
reserves of the Bank of England. 

Henry W. Macrosty 

The History of the Union Rank of Scotland. By Robert S. Rait, 
Principal and Vice-Chancellor of the University of Glasgow. 
John Smith & Son, Glasgow’^ (Ltd.) 1930. J^p. xviii 1- 390, 
with chart and 19 plates. 15.s. net.) 

The insistence in recent years on amalgamations as an element 
in Rationalisation, which like Aaron’s rod seems fated to swallow 
all the rest of the conception, raises the question of combinations 
so to speak ad hoc, where a large number of firms are brought 
together at the same time, as contrasted with gradual absorptions 
as a process of organic growth. The data concerning the former 
are of necessity comparatively recent, and all that can be said is 
that the experience of the combines of the ’nineties is far from 
encouraging. All the more there is required an account of the 
other tendency of organic growth, and for this reason, apart from 
many others. Principal Rait’s centenary History of the Union 
Bank is to be welcomed. 

This Bank belongs to the group which came into existence after 



268 


THE ECONOMIC JOURNAL 


[JUNE 


joint stock bcpking was legalised, the original prospectus of the 
Glasgow Union Banking Company having been dated 1st January, 
1830. The use of the word “ Union ” in the title was evidently 
intended to emphasise the policy of community and amalgamation 
of interests between town and country. “ A Bank,” the prospectus 
states, “ placed on a basis at once worthy of the wealthiest and 
most enterprising County in Scotland and of the second City in 
the Empire, would form an amalgamation of interests (i.e. between 
town and country) so natural and so necessary, that the under- 
taking would be no less creditable and advantageous to the parties 
concerned than beneficial to the public ” (p. 215). As matters 
turned out, the name soon became associated with amalgamation 
in quite a different sense, and six years after its foundation the 
Bank began to absorb or to unite with other banks in quick 
succession. The numerous failures in England and Ireland 
amongst private bankers in the previous thirty years had prepared 
the way. In 1836 the Glasgow and Ship Bank, which consisted 
of two banks — the Ship founded in 1750 and the Glasgow Banking 
Company founded in 1809 — previously joined, was acquired. In 
1836 also the Thistle Bank Company, dating back to 1761, was 
purt based, and two years later the Paisley Union Bank, which had 
started in 1 7 88. Then in 1 838 came the interesting and important 
union with Forbes, Hunter and Co. This was an Edinburgh firm 
of private bankers, the origin of which may be traced to the house 
of John Coiitts, which was carrying on business in 1723 and by 
1749 was undertaking banldng. Sir William Forbes of Pitsligo, 
the author of Memories of a Banking House and the friend of Sir 
Walter Scott, was a partner. In 1843 Kilmarnock and Ayr banks 
were added. It is possible to see an orderly plan of development, 
first to consolidate, as opportunity arose, at the centre and then 
to go further afield. The latter development caused a change in 
the title of the Bank, which from 1843 was the Union Bank of 
Scotland. The next absorption was that of the Banking Company 
of Aberdeen in 1849, and the last of this scries thiit of the Perth 
Banking Company in 1857. 

It will thus be seen that it is not an easy tale to toll if duo 
weight is to be given to the whole conditions as they developed at 
each stage. In fact. Principal Bait devotes over two hundred 
pages (or rather more than half the book) to the environment of 
Scottish banking during the first century of its existence, including 
a more detailed account of the origin and development of all the 
various concerns taken over by the Union Bank. This is a task 
which makes full demands on the craftsmanship of a former 
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historiographer of Scotland, and the result of w^ch is wholly 
satisfying. While some of tho concerns have already been 
adequately dealt with previously, such as the Ship Bank, tho 
author has been able to secure new material from documents now 
in tho possesssion of tho Union Bank and from the correspondence 
of tho first Lord Melville. The accounts of tho other less known 
banks are both of interest and importance. 

Tho second half of tho book consists of a history of tho progress 
of tho Union Bank. The balance sheet totals at the end of its 
first year were three-quarters of a million. In 1850 (after most of 
tho absorptions) tho figure was seven and three-quarter millions, 
and in its centenary year nearly 34J millions. This orderly 
progress was not without its periods of stress and excitement, but 
perhaps its greatest interest will be in the foundation it will have 
laid for events still in the future. One of the first signs of what is 
spoken of as the Southern trend of industry was in tlie transference 
of control of several Scottish banks to London. There is some 
resemblance to the position during the first thirty years of the 
career of the Union Bank, for tho present Scottish banks 
occupy a position as regards larger bodies in certain respects not 
dissimilar to that of the private banks at tho earlier period. Will 
tho Union Bank be able to maintain its independence ? 

Banking, nowadays, is far removed from the spectacular, yet 
there are pages in this history rich in colour. A few may be 
mentioned. During tho scarcity of coin at certain periods in tho 
eighteenth century banks were hard put to it to find specie. We 
do not hear of heated sixpences, but on one occasion, when the 
teller had exhausted all his expedients for delay, he handed over 
to the bank porter, who is recorded to have blundered “ with great 
alacrity ” (p. 31). One wonders if it was a joint effort of these 
worthies which limited payments in cash to £36 in a full working 
day. llobin Carrick of the Shij) Bank was a well-known (.*haracter, 
and ho was credited with the devising of his own “ Deil’s mark 
on bank bills (p. 48). There were two curious instances of forgery, 
the one in 1814 of Perth Bank notes by French prisoners of war, 
and tho other of Union Bank notes in 1 9 1 3 by convicts at Peterhead 
prison (pp. 141, 338). As has been mentioned, the Ship Bank 
was founded in 1750. One of its notes, dated 2nd January, 1754, 
was presented for payment in 1920 (p. 332). One of the amalga- 
mated companies — -Hunter’s and Co., of Ayr — advanced £1,000 
to purchase food when the people wore in distress owing to the 
appearance off tho coast of Paul Jones in 1778 (p. 179). Finally, 
in 1924 the Union Bank became interested in tho celebrated 
No. 162. — VOL. XLI. 
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crucifix of Bprgocollofegato which was deposited in the Bank 
during the proceedings to determine its ownership (pp. 334-36). 

W. R. Scott 

Synthetic Economics, By Henry Ludwbll Moore. (The 
Macmillan Company, New York. 1929. 8vo. Pp. vii + 
186. Price 12^. 6d.) 

The general expression of the relations of economic quantities 
in the form of mathematical equations, while it has led to im< 
portant results, has yielded little that is directly applicable to 
particular practical problems. Of the precise forms of the 
functions involved in the statements of the variations of the 
quantities of particular goods demanded as their prices vary, or 
produced as the result of the co-operation of productive factors in 
quantities specified — or varied in accordance with specified 
principles — comparatively little has been determined. The 
mathematical expression of economic relations has been concerned 
rather with the statement of the conditions of equilibrium than 
with the expression of the character of the changes in a moving 
system. Professor Moore has broken some fresh ground in this 
little book, which will be examined with interest by those who 
have been students of the work of Cournot, of Walras, of Pareto, 
and of such later writers as Wickstccd. That it would have 
presented features of interest to the late Professor Edgeworth is 
certain, in view of his concern with the work of the two last- 
named writers in the early years of the Economic Journal. 

The procedure adopted by Professor Moore can be described 
fairly briefly. Taking the ease of the relation of the quantity of 
a particular commodity demanded at any given price to that 
price, a scries of approximations are obtained by assuming, 
successively, that the elasticity of demand is constant, is a linear 
function of the price or is a quadratic function of the price. In the 
ease in which only the price of the commodity in question needs 
consideration, denoting that i>rice by p and the quantity demanded 
by D, the third of the assumptions results in the equation 
I) -- B + 

where B, jS, and P" are constants to be determined from the 
conditions of the problem. If bo made zero the equation is 
reduced to that corresponding to the second hypothesis, and if /S' 
is also made zero, the first of the three hypotheses is represented. 
Similar assumptions as to the form of the relation of elasticity of 
supply to price serve for the establishment of a like equation 
expressing the amount supplied in terms of the price required 
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by the producer. The data relating to the recorded crops of 
potatoes in the United States and the farm prices on 1st December 
in each year from 1881 to 1913 are used to illustrate the mode of 
derivation of the constants of the equations from appropriate 
statistical records. The series of records are used for the deter- 
mination of the lines of trend of prices and of production, and the 
D and of the above equation arc reduced to pure numbers by 
expressing each as a multiple of the corresponding datum for the 

point on the line of trend relating to the same year, t.e. -^is 

written for where p is the price represented by the point on the 
line of trend corresponding to j)y and similarly for D. 

This device of expressing the various quantities in terms of 
their ratio to the amount represented by the corresponding 
position on the line of secular trend is used throughout Professor 
Moore’s discussion of his problem. His generalised expression of 
the relation of demand to price, when the quantity demanded is 
stated as a function, not of a single price-ratio, but of all the 
price-ratios of the various commodities on which the available 
resources might be expended, involves the replacement of in 
the above equation by a term of the type 

In the exponential, the linear term is rei)laced by a corresponding 
linear function of all the j)rice-rati()S, each with its aj)propriate 
coefTicient, and the quadratic term by a similar sum of squares, 
each with an appropriate coeflicient. The resulting equations are 
simple in conception if cumbrous in expression. 

A similar procedure is applied to the determination of a 
“ production function,” expressing the amount produced in terms 
of the factors of i)roduction, and based on the treatment of the 
relative efficiency of organisation (ilefincd as the ratio of the 
relative change in total production to the relative change in 
total cost) as, respectively, constant, a linear function of the 
quantity produced and a quadratic function of the quantity 
produced. The form obtained for the production function is 
precisely analogous to that described above for the quantity 
demanded or supplied expressed in terms of price-ratios. 

Results of the character described are of very great interest 
and deserve careful study. It may be found that other assump- 
tions than the three — of constancy, linear and quadratic form — 

referred to above as made in respect of the expression of elasticity 

T 2 



272 


THE ECONOMIC JOURNAL 


[JUNE 


of demand and analogous concepts in terms of the principal 
variables on which they depend, arc not less simple or appropriate 
and yield instructive alternative types of demand function, supply 
function, production function, etc. The field is large and 
promising. 

The securing of statistics from which it may be possible to 
determine the parameters of the different functions is, ai)parently, 
not regarded by Professor Moore as a very serious obstacle to the 
development of the study with which his book deals. The one 
concrete case used for illustration may be criticised in regard to 
the closeness of its relation to the type of problem considered. 
Even if the records of j^otatoes grown are exhaustive and the 
published prices for the beginning of Uccember are thoroughly 
representative, these prices may fail to represent truly the season’s 
average condition. Another point is that the shapes of the curves 
of trend at their termination might be modified if the data of later 
years w'cre available for use in fitting curves to observations. 
This consideration may be of serious importance if the author’s 
“ hope of introducing into economic life rational forecasting and 
enlightened control ” is to secure realisation on the basis of these 
studies. The dangers of assuming that a formula that fits the 
relations of the past will be reliable as applied to the like relations 
of the future hardly need to be emphasised here. 

Formidable as are the groui>s of equations presented and the 
difficulties in giving them reality by the determination of their 
various constants, they may assist in the development of a 
conception of economic equilibrium as not a static, but a moving, 
equilibrium. It is possible that they may assist in attaining 
some more satisfactory analysis of economic oscillations in the 
past, oven if they should not furnish an apparatus capable of 
handling the oscillations actually in progress at a given moment. 
Professor Moore has attacked anew one of the formidable problems 
of a generation ago, and utilised the developments in mathematical 
statistics to advance the problem towards its desired general 
solution. Incidentally he gives a formal demonstration of the 
theorem familiar to readers of Wicksteed’s little book, that the 
payment of each of the factors of production on the basis of its 
marginal utility is exactly provided for, without excess, in the 
value of the product. This result is derived from formula 
expressing the equality of the price r)f each product with its cost 
of production. 


A. W. Flux 
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A Study on the Minimum Wage. By J. H. KicirAiiDSON. (Alkjn 
and Unwin, Ltd. 1927. Pp. 198. 75. 6ri.) 

Mr. Richardson has written a plain straightforward account 
of the theory and practice of minimum wages. He restates the 
familiar dilemma upon which all minimum wages are impaled. 
Minimum wages must bo fixed cither by reference to some ideal 
standard of living or to industry’s capacity to pay. But since 
it is imx)0ssible for industry to pay higher wages than it can pay, 
and since minimum wage laws fail of their primary |)urpose if 
they do not provide a fair subsistence, neither of these principles 
can in practice be aj^plied without regard to the other. Hence 
precepts such as that which enjoins Western Australian arbi- 
trators to fix wages that will enable the average worker “ to live 
in reasonable comfort, having regard to any domestic obligations 
to which such average workman would ordinarily be subject,” 
are founded less on scientific x^rincijile than on the sands of 
expediency and compromise. 

Mr. Richardson holds that a clear distinction should bo drawn 
between basic minimum wages and higher minima ap])licablc to 
skilled workers or other sx^ecial groui)s. The basic? minimum, 
in his view, should take no account of the paying capacity of 
individual om])loyers or industries. On the other hand, it cannot 
bo entirely arbitrary. Obviously the ideal standards — the sub- 
sistence standard, the human needs standard, the standard of 
comfort — calculated by various investigators have no absolute 
validity. Comfort in (.V.echoslovakia may bo bare subsistence 
to the New Yorker. Mr. Ri(?hardson frankly recognises that a 
decent standard of living means, for practical purposes, some- 
thing not too far below tho standard actually j^revailing, and 
prox)oscs accordingly to fix his national minimum at an arbitrary 
])roportion (80 x)er cent, is suggested) of the current average 
wages of unskilled workers. This figure must then be adjusted 
to meet variations in the local cost of living, and must bo revised 
upwards or downwards as the figures of general national i)ro- 
ductivity rise or fall. In this way Mr. Richarclson claims that 
his minimum wage would rcsxioct the paying capacity of industry 
as a whole without being dragged down by tho shortcomings of 
particular industrios or cstablislinionts. Any minima above 
tho basic wage, on tho other hand, may, he holds, quite properly 
be calculated with reference to the financial results of tho x)articular 
industries in which they arc enforced. 

Tho book includes chapters on Family Allowances and on 
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Men’s and Women’s Wages. The author takes the view that it 
is bettor not to dabble in family endowment schemes as long as 
wo are as uncertain as wo are about their effect on the birth-rate ; 
but he does not object to the principle being adopted “ to prevent 
misery ” in the case of specially low wages. In general he would 
have two minimum rates, one for men, based on the needs of the 
average family, and one for women, calculated on the cost of 
living of the single woman worker. Wages above these minima, 
on the other hand, arc to follow the rule of equal pay for equal 
work. Nothing is said as to the practical difficulties which 
would surely result from such an arbitrary division. If the basic 
minimum wage law prescribed widely different rates for men and 
women it would hardly be possible to prevent similar differences 
becoming general throughout industry. 

Mr. Richardson concludes with a chapter on International 
Action. This is disappointingly slight and does not take us far 
beyond the obvious fact that an international minimum wage 
must be an idle dream, at least for many generations to come. 
Indeed the book as a whole is open to the same criticism, that it 
constantly skims the surface of subjects whoso depths deserve 
exploration. What Mr. Richardson says is sensible and lucid 
and to the point ; but his book does not contain much abundance 
of now material or original contributions to economic thought. 

Barbara Wootton 

Industrial Evolution of India in Recent Times. By U. R. Gadcsil 
(Oxford University Press. Pp. 352. 9.y. 6d.). 
liiisticus Loquitur \ or The Old Light ami the New in the Punjab 
Village. By M. L. Darling. (Milford. Pp. 400. 5j.) 

In the first of these books the author has sketched the evolution 
of Indian industries from the middle of the nineteenth century 
onward. He has not, however, confined himself to a mere state- 
ment of progress, but has traced its effects on the existing economic 
structure and the material condition of the artisan and agricultural 
classes. A clear and impartial account is given of the economic 
transition of India from almost medieval to modern conditions, 
and of the main factors which have influenced the rate of progress. 

In the opening chapters the principal features of the internal 
economy of India in the early part of the nineteenth century are 
graphically depicted. Owing to the almost complete lack of 
communications there was little trade in existence. The villages 
were largely self-supporting, the towns wore industrially unim- 
portant and concerned mainly with the production of textiles and 
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other articles of luxury for the local courts. These handicrafts 
suffered from the extension of British rule, but in any case it is 
doubtful if they could have survived the modern demand for 
cheapness. The author’s general conclusion is that whatever the 
other effects of British rule may have been, it loft the industries 
and industrial organisation of India much what they were before. 
The change took place with the beginnings of railway enterprise 
in the ’fifties, followed by a vigorous programme of road con- 
struction. The effect was twofold. India’s primary prodiicts 
found a ready market with the West, and in turn the manu- 
factured goods of Europe could find their way up-country. From 
that time its economic history has been much the same as that of 
other countries. Capital won in commerce sought an outlet in the 
introduction of factories equipped with modern machinery, whose 
manufactures at first ousted the hand-made article and then 
gradually supplanted imports from abroad. An important feature, 
however, distinguished development in India ; many of the princi- 
pal industries, such as jute, coal and iron, were pioneered by British 
capital. The subsequent tendency has been towards the growth 
of purely Indian concerns and the substitution of Indian for 
British shareholders in existing companies. 

One of the most interesting subjects dealt with is the effect of 
the introduction of factory products on village industries and the 
artisans practising them. The early successes of the Indian mills 
were at the expense of the indigenous industries. One after an- 
other these handicrafts gave way to home or foreign mill com- 
petition, and the workers were thrown out of employment. The 
great majority, unable to find alternative occu])ation in the to^vns, 
were forced to join the ranks of unskilled labour, for the most 
part on the land. The insistent demand for protective duties is 
in a measure due to the conviction that only by a speeding up of 
the process of industrialisation can the overcrowding on the land 
be relieved. On this point the author is not very hopeful. He 
points out that India labours under certain handicaps, not the 
least of which arc the difficulties in procuring cheap power. The 
distribution of the coal deposits is very unequal and the quality 
often inferior. The hopes once entertained about the possibilities 
of hydro-electric development have not been fulfilled. While in 
certain favoured areas the advance may be rapid, for the country as 
a whole the future does not seem to hold in store any marked 
industrial transformation. 

In the second of these books Mr. Darling studies certain phases 
of village life untouched in his former work. The Punjab Peasant 
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in Prosperity and Debt, In his latest book, as the title implies, 
individual peasants give their views on topics of most immediate 
interest to them. Their conversation with the author, ranging 
over a wide field, sheds a clear light not only on their economic 
condition, but on their ideas about the most important social and 
religious questions agitating changing India, such as caste, child 
marriage, the purdah S 3 rstem, etc. The one topic which vitally 
interested all Wtas their daily bread; on the other hand, they 
showed themselves entirely indifferent towards politics. On the 
material side there is good evidence of rise in the standard of living 
and comfort, threatened, unfortunately, by the relentless increase 
of population with its attendant evils of overcrowding on an 
already fully burdened land. The more general subjects dealt 
with concern the working of new ideas on the minds of a people 
whoso life has hitherto been regulated by age-long custom. The 
conclusion which stands out is that the peasant is slowly thinking 
out for himself such problems as caste and marriage custom, and 
is being forced by economic circumstances to abandon many 
practices formerly accepted without question. Education may be 
changing his outlook on life, but is not leading to any violent 
upheaval in his accepted beliefs. The whole forms a fascinating 
study of the clash of ancient and modern ideas in the minds of a 
slow-thinking but by no means unprogressive people. 

H. R. 0. Hailey 

The Agrarian System of Moslem India, By W. H. Moreland, 
C.S.T., C.I.E. (Heffcr, Cambridge, 1929. Pp. xvii + 296.) 

The author has written a number of books on the economic 
history of India during the centuries that it was under Muslim 
rule. He has been an official, and by training and experience 
possesses a thorough knowledge of revenue and agricultural 
matters of the present day. In his previous books he has largely 
relied on European sources. In this book he makes the direct 
attempt to gather materials from the books of historians who wrote 
in Persian on the Muslim period of Indian history. It must be 
acknowledged that he has read much, but it seems he has largely 
relied on dictionaries, misunderstood meanings of idain words, and 
involved himself in prolix discussions. This has a special im- 
portance, since he has built up theories on these terms, instances 
of which will bo given later. As regards his method, sentences 
tom out of their context and applied here and there give quite a 
wrong account of happenings and their true imx)ort. He also 
becomes forgetful of strong evidence if he has made up his mind 
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about a certain point. His treatment especially of the Moghul 
period appears unsatisfactory. Ho is prone to build up theories, 
to play with facts and figures, to evolve hypothetical conclusions. 
His treatment of the revenue administration of Akbar does not 
bring light, but confusion. It would have been far better if ho 
had incorporated in the body of his book translations of passages 
instead of building up opinions on them. 

The book consists of eight chapters and nine appendices with 
a preface and an introduction. The main subject is an examina- 
tion of the methods by which the State’s share of the peasant’s 
produce was assessed and collected from the twelfth to the 
eighteenth century — ^that is to say, during the period of Muslim 
rule in India. According to him, there were three essential 
constituents of the State : the Sovereign, the Army, and the 
Peasantry which paid for the first two. He holds that in Muslim 
India, as in the India of the Hindus, the agrarian system was a 
matter of duties rather than of rights, the peasants being there 
simply to till the soil and pay a share of the produce; their 
rights, if any, being subordinate to this fundamental obligation. 
For a proper appreciation of the conditions prevailing in India 
of pre-British days, ho would eliminate three factors which 
characterise the British period — ^namely, (1) tranquillity enjoyed 
by India, (2) the rule of Law superseding the personal Law of the 
former kings, whether Hindu or Muslim, (3) prevalence of 
philanthropic ideals which have influenced the minds of the 
bureaucrats of the nineteenth century, as part of the Zeitgeist. 
One is tempted to ask what these ideals are which have been 
embodied in State policies. Do they relate to famine preventive 
measures, improvement of agriculture, reduction in the land 
revenue demand, or education, or a general effort to improve the 
standard of living of the people? Some of these — for example, 
improvement and develoimient of agriculture, preventive measures 
against famine, a general regard for the economic w'clfare of the 
people and assessment of the land revenue demand at a reasonable 
figure — were not altogether unknown ; in fact, wnre given special 
importance in the orders issued by many Muslim sovereigns in tlie 
past. 

Chapter I opens with an account of the Hindu sacred Law. 
In the absence of information as to how the Hindu system was 
actually worked in the twelfth century, the author has to rely on 
the Hindu theory contained in the law books, and makes the 
admission that, being ignorant of Sanskrit, ho has to depend on 
translations, and enters a caveat against the reliability of trans- 
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lations as guides in technical matters. According to him, the 
sacred Law of the Hindus contemplates an agrarian system similar 
in essentials to that which was found at the beginning of the 
Muslim period, and not very different from that which persisted to 
its close. In the Hindu State there is first the King and secondly 
the peasant. The duty of the peasant is to cultivate the soil and 
to pay a share of his produce to the King. The King’s duty is 
to protect his subjects and to claim a share of the peasant’s 
produce. The share of the produce taken is gross, without 
allowing anything for the cost of production; such allowances 
characterise the British period only. The author is not sure 
whether the conception of ownership of land had existed at the 
time when the sacred law of the Hindus was formulated, and 
takes the charitable view that though the Muslim sword might have 
killed the institution of ownership, it could not have eradicated 
the conception of ownership from the minds of the people. The 
conclusion at which he arrives is, in respect of both the Hindu and 
Muslim periods, that there was no ownership of land in the modern 
sense of the term. What this modem conception is, the author 
nowhere explains. Full freedom to buy, to sell, to bequeath, to 
inherit, to give away land existed during both the periods. There 
can be no question about this freedom, and the matter does not 
admit of argument. Wherein, then, lay the difTcronce ? In the 
unchallenged and absolute right of kings, whether Hindu or Muslim , 
to allow their subjects to hold or to occupy land, during their 
pleasure, and to deprive them of this right at any time. So 
argues the author. The evidence for it? One may waste a 
life-time in seeking for it in texts, Arabic, Persian or Sanskrit, 
before one comes across some scrap of information in the conduct 
of some despot. The statements of the author on the rights of 
the subject in the soil would be disputed by scholars this side of 
the Suez Canal. To Sir John Shore’s question — ‘‘ Why did the 
King purchase lands, since he was lord of the country, and 
might have seized in that capacity? ” -the answer of Ghulam 
Hussain Khan, the Muslim historian, was— “ The emperor is not 
so far lord of the soil as to bo able to sell or otherwise dispose of it 
at his mere will and pleasure. The emperor is proprietor of the 
revenue, but he is not proprietor of the soil. Hence it is, when 
he grants, aymea, altumghaSy and jageersy ho only transfers the 
revenw from himself to the grantee.” In the year 1715 the East 
India Company made an application to the Emperor Farrukhsiyar 
for a talukdari of certain villages for an annual payment. The 
Company’s request was granted in 1717, but the Emperor’s orders 
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said “ Lot thorn (the Company) make the purchase from the owners, 
and then lot our Revenue Minister release it ** (Briggs, p. 134). 
Islamic law recognises, without the least manner of doubt, the 
full right of the Milli (the Faithful) and of the Zimmi (those not 
of the Faith and living under the protection of Muslim rulers 
as their subjects). Muslim jurists have never shown subservience 
to rulers of their own faith, however powerful they might be. 
The author must know from his study of Barni’s chronicle what 
independence of character was shown by Qazi Mughis when the 
powerful Emperor, Alauddin Khalji, who cared little for Islamic 
law, asked him to answer certain questions (Barni, i)p. 291- 
295). So much for Islamic theory. As regards practice, one 
would like the author to produce evidence from the chronicles, 
which might establish the fact that Muslim rulers, however 
despotic, abolished this right of private property in land. The 
only differences which the author detects between the Hindu and 
the Muslim systems are that the Muslims based their demand on 
the profits of cultivation, while the Hindu system fixed the 
demand at a fraction of the total gross produce ; and that the 
Hindu scale w'as uniform, while the Muslim scales wore differential, 
and made allowances for variations in cropping, sources of 
irrigation, and the higher costs of production. Those deductions 
and allowances constituted the only relieving features of the 
Muslim S 3 >'stcm. 

I'he author says that the agrarian system in operation in the 
fourteenth century was in its essential features in harmony with 
the law of Islam, and also with the sacred law of Hinduism. The 
new rulers had little more to do than to give Persian or Arabic 
names to the institutions which they found already in existence. 
The share of the produce taken by the Muslim rulers was generally 
one-third, though a strong ruler like Allauddin Khalji might go 
even to a half, from political considerations. Over large parts 
of the country south of the Narbada, the share was a quarter. 
The author is of opinion that nothing was done to ameliorate the 
condition of the peasantry, and that when the Moghul Empire 
finally broke up, a legacy of loss was left to their successors. It is 
hardly fair to judge the administrative nchievements and efficiency 
of all Muslim rulers by the period of anarchy which followed, and 
was closed by, the consolidation of British rule in India. 

The author’s assertion that nothing was done to improve the 
condition of the peasantry is not supported by the full, clear, and 
decisive evidence of the chroniclers from whom ho has gathered 
his materials. Take, for instance, the development of agriculture 
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and the improvement of cropping. Large sums of money must 
have been spent by the State on the excavation of canals and 
development of agriculture. There are few countries the annals 
of which show that improvement of agriculture had become a 
definite aim of State policy in the early part of the fourteenth 
century, as was the case during the reign of Muhammad Tughlak, 
but the author dismisses the account given by Barni as rnagnilo- 
quent. Thinly veiled, there appears the professional jealousy of 
a bureaucrat of the twentieth century when he comes across the 
startling idea of agricultural improvement carried on by enlightened 
oriental despots. Why should the picture of Meerut and Buland- 
shchr as a country of vinos and date-palms and wheat and 
sugar-cane raise a sneer of contempt? Barni was an official. 
Ho was a native of Bulandshehr, and knew what ho was writing 
about. But the author is of opinion that Barni was in his dotage. 
How is he going to dispose of Shams ARf, who was a bureaucrat, 
a chronicler and understood agrarian matters? The account 
that Shams Afif gives on pp. 293-296 of his chronicle is too 
circumstantial to bo disjiosed of by the reader as the fantasy of 
an imaginative oriental. The chronicler records that by the 
king’s exertions “ twelve hundred gardens were established in the 
environs of Delhi. In every garden grapes of every variety grow. 
Similarly, there were in every garden fruits of different varieties. 
The revenue derived by the Treasury from garden produce was 
1 ,80,000 tankas, excluding the shares which was the i)roporty of 
the gardeners. The revenue of the (jountry between the two 
rivers was 80 lakhs of tankas in those days.” The author does not 
realise the significance of the efforts made by all Muslim Kings 
to extend the area under cultivation. They wanted an increase 
in revenue, and were not likely to inflict injury on themselves by 
bringing about a reduction in area under the j)lough. The views 
of the early Muslim kings regarding land revenue may bo illustrated 
from the advice given by Balban to his son Mahmud, to whom ho 
made over the province of Bengal. “ My fii’st advice to you is 
that you should not make any unreasonable demands on the 
people. You should follow the practice of the former rulers in 
imposing new demands, and you should not introduce new rules 
and regulations of your own, and you should deal with the people 
in such a way that they find it neither all too easy nor all too hard, 
and, in the same way, in the levy of land revenue, you should follow 
the rule of the golden mean. Not so much should bo levied that 
the people become helpless and not so little that they should 
become rebellious through affluence ” (Barni, p. 100). 
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Moreland remarks (p. 65) that the provision of State irrigation 
was undertaken only by Firuz, but ho omits to mention what was 
done by Ghiasudin Tughlak, of whom Barni speaks in the following 
terms on p. 442 of his chronicle : “ All the energy and efforts of 
Tughlak Shah were directed to no other task but of causing the 
excavation of far-reaching canals, bringing verdure to exquisite 
gardens, the building of fortresses, the i)rovision of agricultural 
facilities for the people generally, the cultivation of waste land 
and bringing into life the dead lands, and lands, the cultivation of 
which had become unprofitable.” Moreland’s statement that the 
welfare of the people was not kept at heart by the kings, is dis- 
proved by the clear evidence scattered hero and there throughout 
the chronicles on which ho relics. An instance may be given out 
of the chronicle of Shams Afif, Chapter XVIII, ]). 98 : “ It is 
related that His Majesty the Emperor Firuz Shah, through the 
inspiration and hclj) of God, made high endeavour in advancing 
the welfare of his subjects according to the obligation of kingship. 
In this work ho toiled incessantly. . . . In the houses of the 
subjects there was so much com, property, horses, effects, that one 
could not count them. Every person had much gold and silver, 
and abundant household goods. No woman was without apparel. 
In the house of every subject there were fine bedclothes, good 
bedsteads, much property and many commodities and every per- 
son had abundance of goods.” Compare also the references to 
arts and crafts, and the iinxjrovemcnt of agriculture (Chronicle, 
pp. 436 and 569). 

Another illustration of Mr. Moreland’s methods may be given 
from his account of the torture of officials, whether high or low. 
From his account it would apjiear that torture was the usual 
moans of effecting recoveries of dues from the humblest to the 
highest official. The passage of Barni (p. 288) would not support 
Moreland that payment of the balances was enforced by torture. 
Ghiasudiu’s orders about Governors referred to disrespect, and 
not to torture. Instructions of Firuz are about the minor 
officials, who made the life of the peasantry burdensome by their 
exactions. The passage in the chronicle of Shams Afif (pp. 337- 
343) is clear about the procedure, and leaves not the slightest 
doubt about the methods adopted by the audit department in 
cheeking the accounts of the spending departments and of the 
realisations of the revenue department. There is no mention 
there of any disres^jcct, rudeness, severity, and much less of torture. 
As regards the instance given by Moreland on i). 43 of his book, 
the account given by Shams Afif on pp. 451-501 is explicit. The 
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chapters relate to the activities of the Controller of Accounts, 
Malik Shams-ud-Din Abaurja, a cantankerous official, who made 
matters difficult wherever he went by his outward honesty and 
straightness of conduct. Ho was relieved of his charge as Deputy- 
Governor of Samana, and was sent to Gujerat, where he was 
appointed Mastaufi, Controller-General of Accounts (p. 464 of 
Shams Afif ) by the King. At first ho worked hard, but, finding 
the road clear, ho took bribes, and did not withdraw “ the grasping 
hand of bribery as ho lengthened the tongue of criticism.” He 
was certainly tortured. But it was for bribery, and not for 
recovery of dues. If the author had shown more regard for 
evidence, ho would have noticed on pp. 432 and 433 of the 
chronicle of Shams Afif what the correct procedure was. If any 
one committed defalcations, the King’s step-brother would ask 
his officers to pull down the turban of the delinquent, and by so 
disgracing a man who kept for himself what he collected, he gave 
every one to understand that, the turban being the symbol of 
honour, such a man had lost honour. 

Another instance which may be given of the author’s method 
relates to his account of the expulsion of the Portuguese from Bengal 
during the reign of Shah Jehan. The author has misread the 
passage in the Badshahnama, and just by reading the enclitic, 
where none such exists, he has come to some surprising conclusions. 
Moreland speaks of colonisation, of the development of agriculture, 
and the settlement of a Christian tenantry round about Hoogly. 
The facts of the matter are that there was no colonisation, no 
settlement and no development of agriculture. By attaching the 
enclitic to the first word in “ Nasara Ijaradaran,” ho makes it 
appear that the Portuguese had settled Christian tenants on the 
land. Without reading the enclitic, the correct rendering of the 
King’s orders is to “send the Christians — namely, the Portuguese 
— to hell,” and not the Christian tenants of the Portuguese, who 
were non-existent. 

Moreland’s reference to the acquisition by Firuz Shah of male 
slaves 180,000 in number comes very near suppressio veri et 
sv^geatio falsi, A translation of the w^holc chaptor~pp. 267-273 
of Shams Afif — w’ould enable every one to judge whether these 
slaves formed a commodity and what position was allotted to 
this commodity in the scheme of social life of those days. 

From the examples given above, one can form an idea of 
the methods followed by the author in taking out bits from 
here and there to illustrate a point which he may have in 
mind. The connected narrative, on the other hand, would go 
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to prove just the reverse of the point which the author may be 
making. 

The author has misunderstood the plain meaning of many 
terms and has built on such misunderstandings theories of his own. 
Take, for example, the word raiyat. By it he means the peasants. 
But the word raiyat in Arabic and in the mouths of Muslims in 
India has uniformly meant the subjects, and never “ a herd ” 
either of ** animals or of peasants.’* Again, Mr. Moreland says 
that the word Malik originally denoted a king, and has built on 
this incorrect understanding of a plain term a whole complex of 
ideas about ownership of land. Ho has confused the word Malik 
with Malik, meaning a king, and Malak, moaning an angel. The 
latter two words are derived from different roots and have 
different meanings. 

The author is not just to Bami, whose account of tlie reign of 
Firuz Shah is well-balanced and brings out the good as well as the 
bad points of this king. The chronicler himself says that he 
considers truth as one of the conditions attaching to the duties 
of a chronicler, and that he has made it his aim to give a tnie 
account of events, irrespective of his personal feeling, whether he 
is successful or unsuccessful in life. Mr. Moreland makes a 
mistake on p. 50 when he refers to Muhammad Tughlak being 
called to the Deccan. Barni, on p. 499 of his chronicle, says that 
he had been called to Thatha in Sind, where he died. The 
reviewer has re-read in the Maasir-vl-Umira the biographical 
account of Murshid Kuli Khan, a great administrator of the 
Deccan. The language is distinguished by its simplicity and 
terseness, and it is difficult to understand where rhetorical exag- 
geration comes in (Moreland, p. 186). 

In conclusion it may be remarked that the author has asked 
of the Past something more than the very Past itself. 

Lodht Kauim Hyder 

Aligarh Muslivi University, 

Aligarh. 

Problems of the Jajmnese Exchange, 1914-1926. By Junnosuke 
Tnouye. English Version by K. If. de Bunsen. (Mac- 
millan. 1931. Pp. xxii -f 263. 10.s. ChL) 

Food Supply and Raw Materials in Japan. By E. F. Penrose. 

(University of Chicago Press. 1930. Pp. 75. 9^.) 

Survey of American Foreign Relations. By Charles P. How- 
land. (Oxford University Press. 1930. Pp. xvii + 541. 
24s.) 
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Expert studios in European languages of the financial struc- 
ture of Japan are hard to come by, and this account of Japanese 
exchange problems during a very interesting period is to bo wel- 
comed, especially as it is the work of a distinguished financial 
administrator. The author begins by showing how in pre-War 
years the steady depletion of the exchange funds which the Bank 
of Japan had accumulated abroad was threatening the main- 
tenance of gold parity, and he goes on to describe how the situation.^ 
was transformed by the great increase in Japan’s export trade 
after 1914. The circumstances of the time led to an enormous 
growth in the foreign balances of the Bank of Japan and of the 
Government, and Mr. Inouye explains that, since it was not found 
possible to convert these into long-term investments, they came 
to form the basis of the greatly expanded note-issue. With the 
coming of the world depression in 1920 Japan began to employ 
these foreign holdings to maintain exchange at dollar parity, and 
as deflation was not carried as far in Japan as in America, a con- 
siderable divergence developed between the internal and the 
external value of the yen. The earthquake of 1923 necessitated 
the importation of great quantities of reconstruction materials 
which exhausted the exchange funds, and Jai)an, in consequence, 
had to allow the external value of its currency to depreciate to 
the level of its internal value. During 1925-26 there was a 
partial recovery of the yen which Mr. Inouye attributes to specu- 
lative buying on the part of Chinese and Americans in anticipation 
of a removal of the embargo on the Bank of Japan’s gold reserves. 
It might also have been pointed out that a deflationary movement 
was then in progress which was leading to a rise in the internal 
value of the currency. Unfortunately Mr. Inouye’s account does 
not go beyond 1926, and so he has been unable to deal with the 
financial crisis of 1927, a symj)tom of the deflation, and with the 
circumstances leading to the restoration of the gold standard in 
1930. He has much of interest to say concerning the relations 
between the exchange banks and the Bank of Japan, and with 
the immediate effects of the introduction of the Bank Acceptance 
into Japan in 1919. Ho does not, however, discuss the subse- 
quent influence of this on the financial system, and so does not 
add to the information on this point which is already available 
elsewhere; for example, in Odate’s work, Japan's Financial 
Relations with the United Stales, 

Mr. Iiiouye’s book as a whole can scarcely be said to break 
fresh ground. The main outline of the developments which he 
describes are already well known ; but his study is valuable in 
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filling in details drawn from his own wide experience of Japanese 
finance. English economists who have been concerned about 
the “ inelasticity of our economic system in face of a falling 
price-level will bo interested in the analogy which the author 
draws between the circumstances of the British coal export trade 
since the restoration of the gold standard in 1925 and those of 
Japan’s silk export trade at the time of the rise of the dollar- yen 
^exchange during the speculative movement of 1925-26. 

The book has several defects. It consists of lectures delivered 
to Japanese University students, and this method of presentation 
has serious disadvantages in a translation expressly intended tor 
a foreign export public. For example, discussion of elementary 
principles of exchange and currency could have been dispensed 
with ; while the book would have gained from a brief exposition 
of the y)eculi€arities of Japan’s banking system. Without some 
acquaintance with these, Western readers will bo unable to 
appreciate fully the j)robloms with which the l)ook is concerned. 
Mr. de Bunsen in his preface scarcely supplies this want. He 
describes how the Japanese banking system was built uy) of 
groups of banks each with highly specialised functions, and he 
declares that this specialisation has enabled the Bank of Jaj)an 
to exorcise a beneficial control over every dej^artmont of economic 
life. Actually it has been found time and again that the Bank 
of Japan has been incapable of fulfilling the main task of a central 
. bank, viz. the control of credit policy ; while the specialisation 
of function, as Mr. Inouye shows, resulted in the funds of the 
domestic commercial banks being unavailable for exchange pur- 
poses during the period of rapidly iiu^reasing exports from 1914 
to 1919. 

Many parts of Mr. Inouye’s book are unscientific in treat- 
ment. Ho does not mention, either oxprossl}^ or by implication, 
the concept of purchasing power parity, and his account of the 
divergence between the internal and the external values of the 
yen after 1920 would have gained greatly in clarity and exactness 
had he done so. There is much categorical statement instead of 
argument and analysis, and there are many loose expressions. 
The author frequently uses the terms “ artificial ” and “ natural ” 
as aj)plied to the exchange value of the yen without defining his 
meaning. Ho has much about the “ transgression of economic 
laws.” At times he seems uncertain concerning the elementary 
principles of international trade, and the frequent variations on 
his statement “ Japan is inherently an excess imyiorter ” throw 
no light on the problem of her balance of indebtedness. On p. 101 
No. 162. — VOL. XLT. u 
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ho and his translator are guilty of the following : The mechanism 
of economics is intricate and should be inviolable — and if you 
tamper with it, it will grind you exceeding small.” 


Mr. Penrose's little book is one of the most useful contributions 
to the economic literature on Japan that has appeared for many 
years. It is almost entirely statistical in character, and his 
figures, which deal with population, food imports and agricultural 
and mineral production, cover the period from 1894 to 1927. 
The author is justified in his claim that, in the fields covered, his 
book contains the most extensive collection of figures to be found 
in any one book in any language, and those who are familiar 
with the difficulty of obtaining reliable statistics concerning Japan 
must admire the 2 >atience and skill with w'hich ho has done his 
work. In order to convert his figures into useful instruments for 
economists, Mr. Penrose htas constructed indexes of the physical 
volume of i)roduction of food-stuffs, industrial crops and minerals. 
In Chapter III he descjribes the sources of his statistics and the 
methods used in constructing the indexes in a way which insj)ires 
confidence as to the soundness of his results. 

The author has his eye on the population problem which is 
engaging so much attention both among Japanese and among 
Western obsi^rvers in Japan, and ho has many shrewd comments 
to make on tlic ojiinions which are j)opularly cxi)ressod on this 
subject. Ho is W'oll aware, too, of the limitations of statistical 
analysis in providing definite conclusions, and he recognises that 
other factors !)csides economic ones must be taken into account 
in a consideration of ])()pulation questions. He says, for example : 
“ A Jai)ancs(; in ])oor (urcumstanccs will eat a considerable amount 
of barley ; if his income increases ho will substitute rice for barley. 
Yet food chemists have shown that rice is inferior to barley in 
protein content and, having regard to Ja])anesc diet as a whole, 
it would be better if Japanese ])cople consumed more barley and 
less rice. ... So far as increased income is used for substituting 
rice for barley it actually diminishes welfare.” 

In the last chapter he deals with several (jontroversial topics 
on which his statistics throw light, and here the necessity for 
brevity forces him to over-simplify some of his conclusions. For 
instance, he advocates the abolition of the Japanese duties on 
imported food-stuffs on the ground that these arc hindering 
industrial expansion, and he thinks that Japan must pass 
through the same stage of development in the present century as 
Great Britain passed in the nineteenth century. On a broad view 



1931] HOWLAND : AMERICAN FOREIGN RELATIONS 287 

this is no doubt true ; but the situation of contemporary Japan 
presents grea^jor complications than did that of this country during 
the ’forties of last century, and the analogy is scarcely justified. 
It must bo remembered that the bulk of Japan’s rural population 
consists of peasants, and for social reasons it is doubtful if the 
country will be willing to sacrifice this class in the interests of 
industrial expansion. This is particularly the case, since the 
rearing of silkworms, the basis of Japan’s chief export trade, is 
essentially a peasant industry. It is not easy to foresee how the 
price and output of raw silk would be affected if the production of 
food-stuffs, from which the peasant derives the major part of his 
income, wore exposed to unrcstri(.*tcd competition from abroad. 
Such a policy would certainly involve a redistribution of the 
economic activities of the nation which w ould place a great strain 
on its powers of adjustment. 

The Survey of American Foreign Relations is the third of a 
series of annual jniblications wdiieh have been prepared under 
the direction of the Council on Foreign Relations, and this volume 
(for 1930) is concerned mainly wdth the dealings of the United 
States with the Far Fast. It is a w'ell-writtcn and scholarly 
study and is of far W'ider interest than its title suggests ; for it 
imjludos within its sco])o an examination of the recent political 
and economic dovelo])mcnt of Jaj)an and China and of the trading 
and diplomatic relations of the leading Western Powers wdth 
those countries. The sordid story of the political relations of 
Europe and America, and of their apt pupil Japan, with China 
and w'ith the yet more unfortunate Korea, is hero adequately and 
succinctly told. It must leave the reader, w hether Englishman or 
American, with little pride in the contribution of his civilisation 
to Oriental well-being. 

The chapters likely to be of greatest value to readers of this 
Journal consist of those on Economic Relations and on Migra- 
tion in the Pacific Area. The account of the successful merchan- 
dising methods of the Americans in the Chinese market (especially 
in connection wnth oil and tobacco) is of special interest to British 
economists and business men at the present moment, and it gives 
point to the recent criticisms of o\jr marketing methods in the 
Far East. This is only one of the many important economic 
topics w'hich are discussed in this admirable book. 

G, C. Allen 

University College, 

Hull. 



288 THE EOONOMIO JOXTBNAL [JUNE 

Japan's Economic Position. By John E. OrohabDjp;^, (London : 

McGraw-Hill. 1930. Pp. 489. 255.) 

The chief merit of this book is that it proves the popular 
belief, that Japan is one of the foremost of industrial nations, to bo 
false. This overshadows the excellent account of the condition 
of Japan when finally thrown open to foreign influences, and of the 
results of these influences, and the less interesting but worthy 
description of the chief industrial districts. 

The population of Japan has risen rapidly since the end of the 
period of seclusion, and is inci'casing at the rate of nearly a million 
a year. In order to provide additional rice, new areas have been 
turned into paddy-fields, and other crops, notably cotton and 
beans, have been supplanted, while the average yield of the fields 
has been inereased by about 50 per cent., so that oven with the 
present population only about 10 per cent, of the food required 
is imported. The standard of living has improved and is still 
improving, so that increases in the per capita consiim])tion of rice, 
wheat, fish, meat and sugar have occurred, but the diet has not 
yet changed fundamentally. The demand for rice is so great 
that there is no room for expansion in the production of agricul- 
tural raw materials of industry, or for the expansion of industrial 
areas. Every increase in popuhation and every improvement in 
the standard of living results in new imports of food, and the only 
possible solutions of Japan’s greatest problem seem to bo : (1) a 
radical change of diet, which is unlikely to take place except very 
slowly; (2) a great increase in manufacture for export, which is 
difficult on account of the lack of raw materials, of industrial 
efficiency, and of suitable markets; (3) emigration, but there arc 
no particularly suitable outlets; (4) birth control, which was 
strongly condemned until recently and which is not yet 
encouraged. 

Industrial development in Japan, although fostered by the 
Government by tariffs and subsidies, has been slow, and in many 
cases has been nothing but an adaptation of old methods. In 
no case has Mr. Orchard been able to report any new processes ; 
the Japanese imitate, but haveno real mechanical skillor inventive- 
ness. Domestic industries persist to such an extent that of those 
engaged in manufacture, 60 per cent, work in establishments with 
less than five workers. Further, a shortage of raw materials 
(particularly of iron and coking coal) and of capital contributes 
to put industry in Japan at a disadvantage. The fact that 
farmers carry on small-scale industries results in long hours and 
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poor wageSy^in factories doing similar work. Even the large 
manufacturers arc coming but slowly to the opinion that efficient 
machinery and well-paid labour arc essential for successful 
competition in foreign markets, and there has been vigorous 
repression of labour unions. 

In foreign trade Japan is in a precarious position. Reeled silk 
accounts for over 35 per eent. of the exports, and there is the 
possibility of competition from China or the substitution of 
artificial silk ruining this trade, which is almost entirely with 
U.S.A. Almost as important is the export of cotton goods, in 
which there is strong competition from other countries, while the 
growth of the cotton industry in China is taking away part of the 
best market and may eventually result in Chinese competition in 
other markets. 

The outlook appears dismal, and Mr. Orchard considers a 
close association with China to be of vital importance. Japan 
can obtain some iron ore, coal, cotton and other raw materials 
from China, and can also find there the largest available market 
for manufactured goods. Unfortunately, in efforts to ensure the 
supply of these raw materials and in socking political prestige 
Japan has antagonised China and has imperilled both the supplies 
and the export market. In railways and mining, in the building 
of factories and in banking in China, Japan has sunk, and in some 
cases lost, a great deal of capital, while home industries have been 
starved for want of it. The factories operated by Japanese in 
China do not provide an outlet for iiopulation, but compete with 
similar factories in Jjipan. 

The examination of other sources of raw materials and of other 
markets for manufactured goods is exhaustive, and may give a 
little hope to Japanese readers. C. A. Ashley 

University of Toronto, 

The Influence of Communications Internal and External upon the 
Economic Future of China. By Mino-ju Cheng. (London : 
George Routledgc & Sons. 1930. Pp. 173. Is. Of/.) 

The title of tliis book, long though it is, fails to convey any idea 
of the compreliensive nature of Mr. (Iieng’s work ; it is doubtful 
whether the book would have suffered if he had kept more closely 
to the subject-matter suggested by the title. There can be no 
doubt that internal communications in China have had, and will 
have, a dominant influence on the economic, political and social 
life of the country, and Mr. Cheng shows very clearly how groat is 
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the need for better internal transport facilities. He then examines 
in turn the history and prosent-day condition of railway, water 
and air transport, and of post and telegraphic services. He also 
deals with the probable effects of improved transport on agriculture 
and on industry and trade. There is a map at the end of the book, 
which could easily bo much improved by omitting provincial 
boundaries and including more of the places mentioned in the 
text. The book appears to have been published at the end of 
1930, but it was ivritten largely in 1928. Some of the material is 
naturally out of date, and 1928 was an unfortunate year to choose 
for any study involving the use of statistics from China. That 
accurate statistics are difficult to obtain is shown by figui*cs, given 
on successive pages (144 and 145), in comparing the yield of rice 
in China and U.S.A. 

Yield of Rice per acre, in bushels : China 1,750 

U.S.A. 1,202 

Harvest per hectare, in 100 kilos : U.S.A. 20*08 

Cliina 13*33. 

Fortunately, the main thesis requires no accurate statistics to 
cany conviction. 

There can be no doubt that the standard of living of all but the 
up|)er classes is very low, and Mr. Cheng shows liow heavy is the 
burden of transport charges on food and raw materials, and on 
manufactured goods, in a country where human labour is prob- 
ably still responsible for more movement of goods than is any 
other single sigency . In spite of intensive cultivation, the country 
does not produce sufficient food-stuffs for its enormous population ; 
the yield can be increased only by the use of machinery and 
fertilisers, and their economical use depends on cheap transport. 
Almost every year there is a famine in one part or another of 
China, resulting in tremendous suffering and loss of life ; the only 
way of preventing these famines is by establishing rapid and 
widespread transport facilities. The raw materials of China 
(particularly coal and iron) can be utilised economically on a largo 
scale only when cheap trans])ort is available. The political 
unification of the country is also absolutely dependent on rapid 
transport, and in its turn has a vast influence on each of the other 
problems. 

Mr. Cheng is anxious that (^Jhina should profit by the experience 
of the West, and plan its transport so that useless competition is 
avoided, and all the services are co-ordinated. The Yangtse- 
Kiang is already one of the finest natural transport routes of the 
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world, and, apparently, a little work between Ichang and Chung- 
king would make it a rapid and cheap connection between Szech- 
wan and the ocean ports, although Mr. Cheng thinks a railway 
necessary for this purpose. The need for new railways is most 
pressing, for it is by this means only that certain very large areas 
of dense population can be tapped. It has been proved con- 
clusively that railways in China can, in times of peace, earn 
handsome returns on capital, and it is unfortunate that i)ractically 
no construction is going on now. The best recent work in develop- 
ing transport has been in roads, but it is doubtful whether the 
present roads are superior in character or mileage to those existent 
a thousand years before the birth of Christ. It is surprising to 
find that at a distance of forty miles out of Shanghai roads cease, 
and the only method of land transport is by wlieelbarrow or 
carrying coolie. Other cities have much longer roads connecting 
them with the country and with other cities, and there is a large 
number of motor bus routes, particularly in the north. Mr. Cheng 
is doubtless quite right when he writes, “ I'hus, for the time being 
at least, motor vehicles will play a more important role in economic 
development in China than elsewhere.'' (British Motor Trade 
papers please copy !) 

Mr. Clieng gives the impression that, with the aid of foreign 
capital, and a complete cessation of foiuign “ interference," China 
will shortly be supplied with a splendid network of communi- 
cations, and will leap forward as an industrial nation. A com- 
parison between the Wliangpoo Conservancy Board (which, under 
foreign management and independent of politics, has enabled 
Shanghai to become one of the largest ports in the world) and the 
Harbour Authority at Tsingtao (which, in the name of nationalism, 
has allowed a splendid i)iecc of German engineering and organisa- 
tion to decay), and betw’cen the South Mancliurian Railway 
(flourishing under Jcapancsc control) and tlie CJiina Merchants ’ 
Steam Navigation Co. (practicalh^ bankrupt under close Govern- 
ment supervision) should have been siiflieient to persuade liim 
that foreign control is still necessary to attract foreign capital, 
and to have prevented him from suggesting that, wdthin any short 
time, the coastal trade of China should be denied to foreign vessels. 
Working along those lines, famines w'ill persist, and his dreams will 
remain dreams. The time of concession seizing is past, and there is 
nothing derogatory in foreign capital and control bt^ing hand-in- 
hand in China any more than in, say, South America. 

C. A. Ashley 


University of Toronto. 
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Agricultural Russia on the Eve of the Revolution, JJy G. Pav- 
lovsky, Ph.D. (George Boutledge & Sons, Ltd. 1930. 
Pp. viii + 340. 155.) 

The last decades of our epocli witnessed considerable changes 
in landownership, agriculture and land distribution over nearly 
the whole of Europe. But, possibly, nowhere was this evolution 
more striking as to its shape and to its economic and political 
aspects than in Russia. 

Dr. Pavlovsky begins his work by reviewing the agricultural 
geography of the country and the conditions — prior to 1861 — 
of the old Imperial patrimonial Russia. The landowning class 
was represented in the middle of last century by from 150,000 to 
200,000 landed proprietors, small and large, distributed over the 
whole central and southern areas. This landed nobility and 
gentry, in possession of nearly the whole arable territory of the 
country, had at their disposal and services the manual force of the 
millions of peasants. Only the Northern i^rovinccs and Siberia 
(the State peasants) and territories of Cossacks and Nomads were 
legally free. The author discusses the subsequent State policy of 
gradually increasing transfer, since 1861 — the year of the Eman- 
cipation of Serfs and ])articularly after 1895, of nearly the whole 
area of arable land in Russia to the pe^isantry, and finishes with 
the complete disappearance of the former landowning class; it 
was completed by revolutionary methods in 1905 and 1918. Thus 
in fifty years’ time Russia from a country of landlords and serfs 
was turned into a land of peasants only. 

The transfer of the whole arable land to the 2 )casant.s did not 
bring the country to a prosperous agricultural position. Nor 
has it created a satisfactory state of mind between the Russian 
peasantry and the now ruling communist class. With the recent 
Soviet policy of doing away with i)easant’s land tenure, and with 
the introduction of cultivation on principles of advanced com- 
munistic State farms, the tension between the peasantry and the 
Soviets assumed a particularly acute form. Local revolts in the 
country and lack of food and other commodities in towns were the 
immediate results. This unsound state of things naturally recalls 
the mind to the pre-revolutionary and pre-war situation of agri- 
culture in Russia and reminds us of the years when Russia was the 
chief producer and exporter of cereals in the European market. 
Dr. Pavlovsky’s book appears, therefore, at an opportune moment, 
since a sound and impartial research into the state of agriculture 
for the last half-century was much wanted. 
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After an exposition of the climatic and agricultural conditions 
of European Russia he describes the growing influence of capital- 
ism and industrialisation on the purely patrimonial state of the 
country in the ’fifties and ’seventies of the nineteenth, century. 
The Act of 1861 did not in his oi)inion affect the primitive condi- 
tions and extensive systems of farming, because the free labour 
on the market was not accompanied by the appearance of any 
“ capital ” in agriculture for at least twenty years. Thus it did 
not bring about any appreciable raise of yield, nor any progress in 
cultivation, nor suflicicnt employment for the excess of workers in 
the country-side. The very serious reasons for this, which Wallace 
has described in his Russia, could bo formulated thus, that in 
1861 the peasants, bound to pay in thirty-eight years to the 
Government the amount advanced to the landowners for the land 
they got from them, were not proclaimed individual proprietors, 
but either tenants of land in communities or individual tenants 
in some southern governments, whole villages being in both cases 
responsible for annual payments and taxes. Different reasons 
were advanced by supporters of the predominant system of 
communal tenure. The Government supposed that in this way 
they would avoid the creaition of a much-feared “ proletarian ” 
class and maintain an easy system of levying taxes. The ad- 
vanced politicians, on the other hand, were supporting the 
communal tenure under the presumption that under their guidance 
it would act as a check on the arbitrary Russian autocracy, 
and that there would be only one further step to the idealistic 
socialisation of rural Russia. 

Dr. Pavlovsky’s great merit is in keeping outside politics and 
limiting himself to purely technical questions of agriculture. 
He shows what were the awful agronomical results of the policy 
of supporting on political grounds the conununal, we might say 
even “ communistic ” principles in Russian peasant agriculture. 

The necessity and the natural desire of members of the 
commune to make ideally fair distributions and redistributions 
of allotments to each family caused the i)easants— and tliis all 
over agricultural Russia— to acquire the habit of dividing first 
of all their three-field allotments into many “ places,” according 
to different values of the soil as well as to the proximity of its 
parts to the village itself; and next to decide in the village 
meeting on the division of the land, whether it had to be divided 
equally, on number of adult members and children of tlie village, 
that is, on “ mouths,” or on number of “ souls,” children counting 
as fractions. Each senior member of the family was to obt^ in 
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each ‘‘place” parcels of land for a given number of “souls.” Besides 
this, each peasant was bound to follow the rotation of crops of his 
villagers. Those “ places ” were sometimes very numerous and 
of varying degrees of agricultural value and might be close to or 
at a distance from the village. With the change of the village 
population or owing to other reasons the peasant was liable to 
lose his possession of those strips even at the next year’s redistribu- 
tion, and receive other strips in exchange. 

Dr. Pavlovsky produces figures to show that a huge area of 
over twelve millions of acres pjissed to the peasantry from the 
gentry between 1895 and 1905 — manor houses, parks, gardens 
being as a general rule simply destroyed and every square foot 
converted into farming land, but with no advantage to the 
national output. The agrarian troubles of 1903-6 in nearly all 
parts of Russia and the aggressive attitude of the peasants towards 
the remaining estates and holdings of non-peasant typo, showed 
that the evil of land scarcity must be fought by other means. 
The years 1905~-6, years of generally great reforms in Russia, 
including the introduction of the seeds of a Parliamentary system, 
witnessed the introduction of a new and extremely important 
policy. This was the i)olicy of allowing the peasants to separate 
from the commune and become small independent farm-owners. 
This policy is identified with the names of distinguished Russian 
statesmen of the reign of Nicholas II — Stolypin, Krivoshein and 
Gurko. This policy was supported by three movements. First, 
the newly-reorganised Peasant Bank of 1905 gave facilities for a 
further transfer of the lands from the gentry to peasants individu- 
ally, either in the form of a single piece of land or of a farm, the 
peasant living on his land. This policy of “enclosures” and 
“ group enclosures ” was followed by a new right given to each 
individual peasant to compel the community to grant him in 
freehold his legal portion in the communal land. Finally, there 
followed an energetic policy of State assistance for emigration 
to fertile portions of Siberia. 

Dr. Pavlovsky produces final figures of this now policy of 
Stolypin. He shows that still more millions of acres were trans- 
ferred into individual holdings, making with previous transfers 
from 1883 to 1912 the huge area of 43 millions of acres, or more 
than the total area of England and Wales. About one-tenth of 
the peasantry had abandoned the villages and the “ obschina ” ; 
hundreds of thousands of peasants were finding every year their 
new homes in fertile Siberia. 

The agrarian reforms have coincided with the general upheaval 



1931] 


LEACOCK : ECONOMIC PROSPBHITY 


295 


of Russian productivity in all new branches of economics ; rail- 
ways, mining, banking. Exports were growing every year; 
peasantry, particularly on individual farms, were increasing their 
prosperity at an incredible rate. That was the promising aspect 
of Russian and financial economic affairs at the time the Great 
War broke out. 

The few last pages of the book still show that the whole 
agricultural structure of Russia, so ably described by Dr. Pav- 
lovsky, was unfortunately not strong enough to withstand the 
burdens which the Great War imposed on the resources of a nation. 
Those who suffered from “ land hunger ” and were living still in 
communities — nine-tenths of the peasantry — were the first to 
support the coming revolution, based on the slogans “Down 
with the war,” “ The whole land to the peasants.” 

The small minority of enterprising strong individual farmers 
had to submit to the pooling of their holdings and could not 
actively support the land proprietors nor oppose the revolution 
at its start. After the landed gentry, they were the first to 
experience, under the name of “kulakis,” the ordeal of being 
expropriated by the communistic government. Finally came 
the recent policy of expropriating the “ non-kulakis ” as well and 
dragging them into communist farms. What was started as a 
sound agrarian poli(iy came to a tragic end. 

As regards the organisation and conditions of fanning in 
Russia, and Russia’s tagricultural production before the War, 
Dr. Pavlovsky’s book will probably become a standard w’ork. 

P. Bciiilovsky 

Ecoimnic Prosperity in the British Empire, By Stephen Leacock. 

(London : Constable & Co. 1930. Pp. 246.) 

This book outlines in lucid, orderly and vigorous fasliion a 
method by which, in its author’s opinion, the Empire can in- 
tegrate ” itself and function as a single economic unit, with equal 
advantage to the Dominions and the mother country. Many 
writers have theorised on the same j)robIem before, but not on 
Mr. Leacock’s large lines and seldom with equal conviction and con- 
fidence of success. He admits that complete economic union, in- 
volving free trade within the Empire, is now impossible and is pro- 
bably undesirable, since nearly all the Dominions have developed 
their economic life on the industrial side, and liave now large 
urban populations dependent upon manufactures of various Idnds. 
What he contends the Empire might and should do is to mobilise 
its capital and credit with a view to using both in the development 
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of its vast natural resources, in filling up its equally vast empty 
spaces, and in reciprocal trading on the basis of scientifically 
planned systems of protection and preference. He develops his 
argument with considerable ingenuity and the enthusiasm of a 
warm-hearted imperialist of the best type who sees that all is not 
well with the Empire and wants a speedy “ move-on.” Unlike 
many oversea advocates of preference, too, he is as much con- 
cerned for the prosperity of Great Britain as for that of the 
Dominions. 

His case for a grandiose scheme of Empire development is based 
on the fact that (to adaj)t a familiar quip of fifty years ago) “ wo’ vo 
got the land, we’ve got the men, we’ve got the money too.” The 
wealth of the Empire in habitable land and in raw materials, such 
as coal, iron, gold, timber, etc., is unique, while its corn-growing 
capacity and its water-power are practically unlimited. Here arc 
the foundations for all the economic expansion we need wish for. 
The first want of the Dominions is population, though they do 
not seem to have grasped the fact. Comparing the area in Canada 
which is similar in point of climate and resources to the countries 
around the North and l^altic Seas, he comes to the conclusion that 
that Dominion alone can take 250 million inhabitants, instead of 
the present nine millions. Making the same comparison between 
Australian territory (excluding the “ dead heart ” at the centre) 
and countries on the i\Iediterranean seaboard, he estimates that 
it could accommodate an equally large population, whereas all 
Australia now contains only GJ millions, or under two to the s(piaro 
mile. Here alone is space for over 500 million immigrants to go 
on with. Compared with this figure the two millions of England’s 
unemployed arc to Mr. Leacock negligible, and he would absorb 
them at once by means of big commercial corporations of Empire 
adventurers which, favoured by trading privileges ami grants of 
land, should both transport our worklcss families in large con- 
tingents oversea and put them to the employments most suited 
to their capacities and to the requirements of the Empire at large. 
Everything is to be done on sound business principles, and ho has 
no doubt that these companies would in one time earn a fair 
return on the capital invested. For the Dominions are to bo 
populated by people engaged in industry and agriculture equally. 
As he puts it, “ Our migration must open its own market — the 
secret of it lies in that. It must be so varied and multiform that 
every part of it is the market for every other.” The needs of the 
mother country having first been met, he would accept immi- 
grants of other white races, always by a process of selection. 
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It is part of his scheme that the State debts of Great Britain 
and the Dominions and Colonies (India excluded) should be 
pooled — ^unified would be a better term — on agreed principles, 
not with a view to the relief of any one part of the Empire at the 
expense of the rest, for all countries would still bear the old 
liabilities, but in order that the existing loans might be repaid, 
and fresh money be borrowed simultaneously on the common 
guarantee at a lower rate of interest. He holds that “ a lifting of 
general Empire credit by even one-half per cent, would effect a 
colossal saving of about sixty million pounds a year.” Incidental 
points in his argument arc the diversion of British capital from 
foreign to imperial undertakings and purposes, the imitation on a 
large scale throughout the Empire of standardisation in mtanu- 
facture, the adoption within the Empire of uniform coinage, 
weights and measures on the decimal sj^stem, and not least the 
displacement of the American “ moving picture,” whicli now 
acts throughout the whole world as a magnificent advertising 
medium for U.S.A. and its i)roducts, by British films which shall 
do the same service for the Empire. 

As to the promotion of inter-imperial trade, Mr. Lccacock is a 
cheerful “ whole-hogger ” on the subject of protection. He 
recognises imperial free trade to be impracticable and he would 
not interfere with any of the “ particular tariffs of the Dominions 
and Colonics. Supplementing these, however, he proposes that 
there shall be imposed a new and general tariff for the entire 
Empire against the rest of the world, each autonomous territory 
to be free to raise, lower, alter or abolish this extra tariff just as it 
liked. Tliis arrangement suggests a somewhat disintegrated 
sort of imperial integration, and it is not clear that it would be 
certain to benefit Great Britain unless, as Mr. Leacock may take 
for grfintcd, the existing preferences as against the outside w'orld 
were retained and even improved in her favour. His conclusion 
is highly optimistic. United, developed, i)opulated and financed 
as he wishes to sec it, the British Empire will in time throw the 
United States into the shade. Altogether this is a remarkably 
able, lively and stimulating book, written around a big idea. 
There is more of the imaginative and the picturesque in the 
style of writing than one usually expects in literature of this kind, 
but even if that feature should make for weakness it makes also for 
interest, and the sympathetic reader will not bo likely to discard 
the good grain because something that looks suspiciously like chaff 
occasionally lies alongside of it. W. H. Dawson 
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Nationality within the British Commonwealth of Natiofis. By 
E. F. W. Gey Van Pittius. (London : P. S. King & Son, 
Ltd. 1930. Pp. xvi + 238. lOs,) 

The object of this book is to analyse critically British 
nationality in all its phases,” and to indicate where a solution 
may be sought of the difficulties caused by distance and diversity 
of races within the Empire. 

Part I deals with the natural-bom British subject, whose legal 
position is comparatively simple. His nationality is unimpeach- 
able, and he cannot in any circumstances be deprived of it. 
Political and civil rights, however, do not necessarily follow 
nationality : they are privileges which each part of the Empire 
settles for itself, and the Dominions are not deterred from dis- 
criminating against coloured persons by the fact that these may 
be natural-born British subjects. 

Part II deals with the acquisition of British nationality by 
naturalisation, by annexation of territory and for women by 
marriage. The position as regards the Dominions is even now 
not quite satisfactory. A degree of uniformity has been attained 
after persistent pitched battles fought in a hard but friendly 
atmosphere at the periodical Imperial Conferences.” But even 
now a person naturalised in one of the Dominions may lose his 
nationality if ho moves to another part of the Empire. 

The questions of dual nationality and of statelessness are 
discussed in Part III. Great Britain adopts for its i)rinciplo the 
jiLS soli, but weaves the saruguinis into the fabric, and difficulties 
arise both with regard to the children of foreigners born on British 
soil, and with second and third generation children of British 
extraction who are born abroad and registered in British (l!onsu- 
lates. In such cases two countries claim the children either on 
military or on purely sentimental grounds. Certainly the British 
principle might bo accused of socking “ to have it both ways.” 

If dual nationality is an unfortunate predicament -for a man 
may be claimed as a soldier or imprisoned as a deserter in cither of 
his two countries — ^statelessness is a calamity. It can be brought 
about either by forcible denationalisation or in the case of women 
by marriage. Some stcates denationalise subjects who have 
absented themselves from their country for too long a period. 
The United Kingdom has since 1914 reserved the right to revoke 
naturalisation certificates on any one of a specified number of 
grounds. This may bo a wise innovation, but it overlooks the 
fact that the victim has lost his former nationality, and that the 
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country of his origin may be unwilling to receive him. Mr. van 
Pittius holds that unless deportation is feasible the provision for 
revocation should be repealed or at least modified. One solution 
of the difficulty would be an international undertaking by every 
country not to refuse readmission to its own nationals. 

The American Cable Act (1922) is responsible for cases of dual 
nationality and for cases of statelessness. An Englishwoman 
marrying an American loses her own nationality at home, but does 
not acquire her husband’s in the United States. On the other 
hand, an American woman marrying an Englishman retains her 
American nationality in the United States, and becomes a British 
subject by the laws of the United Kingdom. The whole question 
of the nationality of married women bristles with difficulties. At 
present the position is that a woman automatically acquires the 
husband’s nationality on marriage in all countries except the 
United States of America, the Argentine and Chili. But France, 
Belgium, Brazil, Russia, Roumania and Turkey allow her to 
choose between hor husband’s nationality and her own. Our law 
allows a woman to retain her British nationality if her husband, 
after marriage, naturalises elsewhere, or allows her to regain it if 
she has married a foreigner and war subsequently breaks out 
between his country and the United Kingdom. Inhere are valid 
arguments either for allowing women freedom of choice or for 
forbidding it, but there is nothing to be said for a condition of 
affairs wliich may bring about statelessness, and it ought to bo 
arranged, by international agreement, that a woman should not 
laso her nationality on marriage unless she acquires a new nation- 
ality and the legal protection of a now set of authorities. 

The author claims that the study of the legislation of foreign 
countries necessary to the production of this volume has exacted 
much time and labour. Undeniably liis material is ably put to- 
gether, lucidly expounded and impartially criticised. It would, 
however, have added to the value of the book if the text of the 
Imperial Nationality Act 1914, which is repeatedly quoted, could 
have been incorporated in the form of an Appendix. 

H. Reynard 

The Price of National Security, By H. E. Hyde. (London : 

P. S. King & Son, Ltd. 1930. Pp. xvii + 289.) 125. firf. 
The Future of Empire. By William Hakbutt Dawson. (London ; 

Williams and Norgate, Ltd. 1930. Pp. 285.) 125 . Od. 

Mr. Hyde is a whole-hearted supporter of tlie League of 
Nations. Ho says all the obvious things about the League, and 
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says them over and over again, with a tendency to revert, in the 
middle of any argument, to a description of the horrors of modern 
warfare. The chapters are too short, and there are too many of 
them, but this does not mean that Mr. Hyde has not made a fair 
case for his subject, lie gives a spirited account of the achieve- 
ments of the League : its successes in stopping and averting wars, 
its Immanitarian activities, the improvement it has brought about 
in the industrial conditions of backward countries, and finally its 
aid to financial reconstruction in post-war Europe. Ho indicates 
how much more might be done with courage and vision, and pleads 
for a Mutual Security Pact among the members of the League. 
Great Britain is already committed by the Covenant much farther 
than wo realise, and has everything to gain by a definite pact. 
America has more excuse than Great Britain for seeking safety in 
isolation and aloofness, but she too would gain by joining the 
League, possibly in a modified form of Assoc iatesh ip. 

The last two chajiters of the book deal with the menjuio of 
Bolshevism, and the stops which Europe should take to protect 
herself against the Ked Army, Anyone who wishes to hoar all 
that can bo said for the League, and who is not too exacting about 
the manner of telling, can be advised to read this book. But if his 
enthusiasm is not proof against si)lit infinitives and a host of 
similar and worse offences, he must go elsewhere. One can 
genuinely commend Mr. Hj^de’s honesty of puq)osc, while wishing 
that he had chosen some medium other than written prose to 
convoy his message to the public. 

The Future of Empire, too, is mainly concerned with the peace 
of the world, but that is all that the two books have in common. 
Mr. Dawson’s “ Empire ” differs from the common conce])tion as 
a Bach Cantata differs from a collection of patriotic glees. It is 
not only that he detests the Jingo with a bitter hatred, ho attacks 
the easy Imperialist with almost equal ferocity. The Empire has 
been created by conquest and annexation, the method of its 
acquisition has been haphazard and promiscuous, and only the 
voluntary assent of the population can keep it together. Hence 
Great Britain should withdraw from all points outside her rightful, 
because permanent spheres of influence, and the more thoroughly 
she does this the more will the Empire be strengthened and 
consolidated. Mr. Dawson claims Adam Smith and Sir John 
Seeley in supi)ort of his view's, and implies that there is an optimum 
size of Empire beyond which every increase of territory is a 
liability rather than an asset. Wo have burdened ourselves 
needlessly and heedlessly with obligations that make for weakness 
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and drain away resources which are urgently needed at home. 
The boast : “ See what useful work we are doing ! Who would 
do it if we didn’t ? ” is as idle as the plea of the necessary protection 
of “ British interests,” and Mr. Dawson exposes the weak places 
of both with the same ruthless logic. 

Further, as a means of self -protection, ho holds that wo should 
denounce all treaties and agreements to maintain frontiers which 
do not adjoin our own terriiori<?s. Continental relations are a 
danger spot : in particular, Franco, Poland and Serbia want 
everything from us and offer nothing in return. On the other 
hand, he would havti us int<Tnationaliso the Suez (‘anal, the 
Panama (Janal, Gibraltar Jiiid the Dardanelles. 

If Mr. Dawson finds little to approve in the fruits of o»ir })ast 
adventures, ho has nothing but unqualifictl condemnation for the 
Mandates bccpicathcd by the War. They are a Pandora’s casket 
of futunj mischi(?f, and each commitment leads to further hazards. 
Palestine might have given little trouble if she had been ktq)t free 
of the political agitator, but Arabia will remain an enigma to the 
Western mind, and Iraq is a source of friction and weakness. Of 
the ann(‘xatioii ot the (hTinan Colonics, exc(‘llent going (*oncerns 
on which industry and treasure had been freely lavished, ^Mr. 
Dawson can barely trust himself to sjieak. The Allies were 
distributing (huTiiany's Colonial territories among themselves in 
tht^ early days of the \\'ar, before Mr. Asquith’s “ Xo annexations ” 
.had eeasinl ringing in their ears. Apart from all questions of 
honour and justice, the policy which hems in largo industrial 
l)opuhitions while d('nying them not only space but access to the 
raw materials essential to their existence is the gravest menace to 
the peace of thc^ future. 

Jn this welter of folly there are two quarters in which we can 
look for light and reason. The Dominions can help, and indeed 
W'ill help, for they will not acquiesce in a policy which might drag 
them into war. And the Labour Party has already shown 
remarkable imagination and ])olitical insight in its attitude to- 
wards Egypt, Iraq and India. Mr. Dawson is not afraid of 
Labour even at liome : for all their (dass bias and prejudice in 
favour of nationalisation, they know that they cannot hand over 
our industries to a bureaucracy which could not “ run a street 
apple-barrow ” with profit. 

After a discussion of Disarmament and Arbitration, which wdll 
be no more palatable than the foregoing to the average Imperialist, 
the climax is reached in a chapter entitled, ‘‘ What is wrong with 
the League of Nations ? ” The League is even now’ the greatest 
No. 162. — voL. XLi. X 
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single source of hope for the future of the world. But it will do 
for the cause of peace just as much as the constituent nations will 
require it to do, and no more. President Wilson's noble and 
inspiring conception was sabotaged by France at the outset, and 
the League emerged, a diplomatic body with scarce a trace of pure, 
democratic blood, a mere instrument to enable the Allies to 
protect their handiwork. Even so, though it means well, the 
League is, in effect, dcidorably weak, flouted by the strong and 
truculent, alternatively protesting and withdrawing, a picture of 
pusillanimous impotence. 

The book ends with an earnest appeal for a change of heart, 
addressed not to the vanquished, of whom it has long been 
demanded, but to the victors. The reader who is convinced by 
this exposition will find himself stripped of prejudices so ancient 
and traditional as to appear almost innate ; humbled, yet with a 
higher conception of the meaning and purpose of Empire. Unfor- 
tunately it is to be feared that for the majority Mr. Dawson’s 
strong meat will be loo strong, and that those who have most to 
learn from this book will never read it. H. Reynard 

Medimval Cheshire. By H. J. Hewitt. University of Man- 
chester Economic History Scries, No. VI. (published in co- 
operation with the Chetham Society). (Manchester Uni- 
versity Press. 1929. pi). xxiv + 212. 21^?.) 

Dr. Hewitt’s book is typical of tlio best products of the 
radical transformation in the study of local history during the last 
forty years. To-day local history is treateil “ as the basis of the 
intimate understanding of social change,” and the history of a 
county or a township is therefore set against the background of 
economic, social and political developments in the outside world. 
This interplay has at last brought local history into its true place, 
and has simultaneously enabled it to make its long-delayed but 
vital contribution to the study of social and economic history 
proper. Dr. Hewitt’s compact subject is distinguished by many 
interesting features, and is based on a foundation of local records 
possible only in the case of a palatinate which escheated early to 
the Crown. His sub-title— “ an economic and social history of 
Cheshire in the reigns of the three Edwards ” — limits him to the 
period in which mediaeval Cheshire developed its most charac- 
teristic economic features and reached the height of its prosperity 
before the set-backs of the fifteenth century. 

The land, agriculture, and the peasantry occupy half the book. 
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Forest, moorland, marsh and heath had long limited agriculture 
to less than half the surface of the county, and centuries of border 
warfare had made untenable the most fertile districts, and had 
wasted the energy and resources of the rest. Until Wales was 
conquered Cheshire inevitably remained undeveloped and scantily 
populated ; but the later years of Edward I saw a real beginning 
in the clearing of forests and the draining of the Mersey marshes. 
Clearings were made and ploughed, and pits were dug for marl to 
fertilise the now gains. The j^ractico of marling, first mentioned 
in Cheshire in 1239, and fairly common by 1270, was greatly 
extended in consequence of the clearing of forests. The Cheshire 
monks, especially the abbots of St. Werburgh’s, were foremost in 
this work, but the lesser gentry and the peasantry soon copied 
their successful experiments. The administration did much to 
hinder the work by a rigorous enforcement of the obstructive 
forest law, but the officials of the Black Prince, in the eyre of 
1347-58, exceeded all justice and reason in mulcting the pro- 
gressive Cheshire landowners in order to finance the Prince’s 
ruinous foreign wars and personal extravagance. They imposed 
fines ton to twenty times greater than any hitherto exacted for 
essarting ; ancient custom, legal rights, and Earl Ranulf ’s Charter 
of 1215-10, granting freedom of essarting, were overridden, 
protests disregarded, and the feeble revolt provoked by this 
harshness in 1353 was quickly suppressed. The fines were 
exacted, and th(^ Prince’s selfish and short-sighted iwlicy sharply 
checked the reclaiming of forest land. Yet Dr. Hewitt’s account 
of the management of tlic Prince’s Cheshire manors, the different 
resources of wliich were efficiently co-ordinated by officials of very 
wide experience, shoAvs that the Prince's ministers could be i)ro- 
gressi VC when their master profited directly thereby. The Prince’s 
stud-farm at Macclesfield undertook systematic stock-fattening 
and breeding; it was carrying 527 head of cattle in 1357, and in 
any year up to 200 head might be brought there from the other 
Cheshire manors of the Prince and from North Wales. Horses, 
too, were bred there; in 1329 the keeper accounted for C3. As a 
whole, however, Cheshire had few cattle or sheep, and its wool- 
crop was small ; but there Averc thousands of pigs in the forests, 
which, with the abundance of salt, made Cheshire a great bacon- 
producing county. These chapters contain much more that is of 
great interest — the size of estates, the number of stock, the 
methods of harvesting, the working of the great Deo corn-mills, 
the effect of the Black Death, the enforcement of the Statute of 
Labourers, the turbulence of the population — all illustrated Avith 
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a most valuable precision, especially in wages, labour costs, 
prices, and so on. 

Transport, quarrying, and building receive the same detailed 
treatment; tho biulding<acGoimts of the great abbey at Vale 
Royal, and the standing organisation for the repair and main- 
tenance of the Prince’s buildings provide some very interesting 
facts, and wo have definite information on the state of roads and 
bridges. A valuable (jliapter oji tho “ wiches ” fully establishes 
the real, though limited importance of the Cheshire salt industry, 
which Thorold Rogers denied ; wo have a detailed description of 
the manufacturing processes, and of the substantial profits made 
by tho Earl ami by tho numerous owners of salthouses in North- 
wicli, Middlewich, and Nautwich. Tho salt was exported to all 
neighbouring counties, but unfortunately there is very little 
evidence of the selling organisation. The attractive sabject of 
(yliostor city at tJic height of its i)rospcrity is admirably handled. 
The geographical and political factors in its importaiuie; tins 
powerful influc.ncc of St. Wcrbiirgh’s Ab])cy on the city’s life; 
tho sources of ( Jhester’s supplies ; tho dirc(^tion and (tom- 
modities of the trade of its port, and the causes of its decdiiie in f he 
fifteenth century ; all these topics rocjoive caixd’ul analysis. 1'lie 
rise of a small class of wealthy mercdiants, enriched from smdi 
different sources as tho Dee mills, army contraerts, tho shipping of 
Irish corn, Gascon wine, and other commoditiivs, and the specu- 
lative exploitation of Welsh timber and minerals, is clearly set 
out, and in the enteri)rising William of lloncaster we see a Chester 
Jacques Cmur in miniature. 

The book, well-printed and attractively produced, is illus- 
trated by five well-chosen plates and by three maps closely related 
to tho text; there are two very full indices, the subject-index 
especially being a model for works of this kind. I'herc? is an 
elaborate descriptive bibliography ; but it is a ])itv that IJr. 
Hewitt dill not use the Exchequer (Treasury of Receipt) JJook No. 
144, since published as The Black Prince's liegisler. Part /, 134(5-8. 
This compilation contains over 750 index-references to 011081111*0 
affairs and men, which w'ould have filled some of tho gaps in Dr. 
Hewitt’s evidence, solving such difficulties as tho reality of Sir 
Richard Stafford’s position as “ steward of all the Prince’s lands.” 

Only the more peculiar of Dr. Hewitt’s findings are mentioned 
here : in addition, the profusion of exact, often statistical, 
information on ordinary matters will provide most useful material 
for wider generalisation in national economic history — indeed. 
Dr. Hewitt himself might occasionally have pressed his deductions 
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further. So workmanlike and thorough is the book as a whole, 
that we can only hope that many other writers will copy its 
example and method, for it is on work such as this that the 
rewriting of our economic and social history will depend. 

R. F. Treharne 

Pdlegrino Rossi : I'hammeelVeconotnisle, 1787-1848. ByLASZLO 
Ledermann. (Paris : Rccueil Sirey, 1029. Pp. 376.) 

“ Who now roads Rossi ? ” — if one may adapt a celebrated 
phrase. At best he is mentioned casually among those who also 
wrote, among those who as economists gave a reasonably orthodox 
statement of the orthodox political economy of their age. Nor 
perhaps, strictly and objectively viewed, does Rossi call for any 
greater notice in a discussion of the development of economic 
doctrine. Yet Mr. Ledermann’s most interesting volume, inspired 
by a pleasing piety to do justice to the dead, compels a certain 
revision of judgment. Not that a perusal of this critical biography 
will send many readers back to Rossi’s (Jours d'Economie Politique, 
Mr. Ledermann, in the second part, deals extensively with Rossi 
as an economist, and contrives to invest with interest a somewhat 
faded aspect of economic thought; but most of us will be content 
to accept Mr. Ledermann, without piercing beyond him to Rossi 
himself. Rut in the biographical part of his dissertation, devoted 
to “ Rossi, the man,” ]\[r. Ledermann has a story to tell which is 
not merely fascinating in itself, but which arouses a feeling of 
admiration for Rossi, and a questioning wonder as to what he 
might have ])een had his lot been thrownina different environment. 
Rossi may not have been exactly a great or original economist ; 
but, even guarding against hyperbole, he was potentially one of 
the greatest men Avho have ever filled an economist's chair, even 
tliough in his case it was merely one occupation among many. 
One who had seen him at clo.se ipiarters, and who also knew 
Guizot, Thiers, Ghulstone, Disraeli and the other leading men of 
his time, did not hesitate to ]>ay to Rossi this ailmiring tribute : — 

“ Sans fairo tort a ees noms illustres, je dois dire (pic M. Rossi 
est le soul qui m^iit lais.se rimjiression do ce quo junivait ftre un 
grand homme : cette union de rintelligencc^ et do la volont(5 qui 
caracterise dans riiistoirc tous ecux a (pii la jiosterite a donim le 
nom de grand, nc m’a jamai.s paru aussi pleinement rtnilis(?e que 
chez M. Rossi.” 

Here iierhaps we have the key to the riddle of Ro.ssi. In his 
extraordinary versatility, his eombination of intellectual pow'er 
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and determination of will, he was primarily a statesman and a 
man of affairs ; and his remarkable gifts of eloquence, which oven 
a foreign accent could not stifle, completed the equipment 
necessary to make him a natural leader of men. Yet the successive 
stages on which llossi contrived to play a part were shifting and 
unstable erections— or at least so ho found them ; and the con- 
sequence is that Rossi’s life, a continuous tale of fresh beginnings, 
reads like the product of a too-fertile imagination, which has no 
regard for the probabilities of life. Rossi, in his life-time, was a 
citizen of four different states. In all four, with a constant urge 
from the academic to the practical, he played a leading part. 
Nearly always fate was against him; and he died, in the end, 
at the hands of a common assassin. 

It would be out of place here to seek to condense into a para- 
graph the biography to which Mr. Ledermann devotes half his 
book ; yet perhaps a slight indication of the almost fantastic dis- 
continuities in Rossi’s life may be i^ardoned. An advocate of 
consummate brilliancy, he became Professor of Civil Institutes at 
Bologna at the age of twenty-seven, and might have remained 
there but for the irruption of Murat. Rossi was still young enough 
to be indiscreetly enthusiastic ; and inspired by the premature 
dream of a United Italy, he threw in his lot with Murat, and 
became the “ commissaire civil ” for the area, thus being in 
effect and for a short time the governor of a considerable district. 
In the back-wash, Bologna was no place for Rossi, and he fled, 
contriving somehow to reach Geneva. His recovery at Geneva 
was perhaps the most remarkable tribute to Rossi’s power; for 
later, he had at least reputation and fame on his side. But on Ins 
arrival at Geneva, he was young, com])aratively unknown or - 
what is worse —suspect of revolutionary activities; his foreign 
accent was of the rawest. Yet in a short time, althougli a 
Catholic, he was admitted as a Professor; ])rcscntly he was 
l)laying a leading part in the public affairs of Geneva, and in due 
course ho was the moving spirit in the negotiations for a revision 
of the Swiss constitution, and the author of the “ Pacte Rossi.” 
When the “ Pacte ” failed to find accc])tancc (Rossi having also 
had financial misfortunes), Geneva was no longer so desirable a 
residence, and he transferred himself (in 1833) to France and the 
College de France in succession to J. 15. Say. In France he be- 
came somewhat too much the official defender of the Government 
in his later position as Professor of Constitutional Law. In any 
case his rise, here sis elsewhere, was phenomenal, and led him 
ultimately to his fourth sphere of activity as French Ambassador 
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at Rome. For when the Revolution of 1848 left Rossi high and 
dry in Rome, no longer accredited by the French Government, he 
elected to enter the service of the Pope, and was soon called upon 
to form a Ministry. Here Rossi was required to pursue an 
increasingly unpopular policy, which led to his assassination in 
1848. 

The Cmrs (VfJeonomie Politujne^ whicli contains the bulk of 
Rossi’s teaching on Economics, is a by-product of his French 
period. Mr. Ledcrmann adequately re-presents what Rossi has 
to say with sufficient citation of the more crucial passages. Rossi 
may perhaps be described as a representative of an orthodox 
eclecticism — a refined Ricardo, with the Ricardian pessimism 
mellowed if not eliminated. He would hardly have claimed to be 
an original force in economic thought ; and it must, moreover, be 
remembered that Economies represented only one of the branches 
of knowledge on which he lectured and wrote. His Traite de 
droit peml and his Cours de droit constitiitionnd were in their time 
books of considerable significance. But in an age when it Avas 
obligatory on all who could do so to wTite a Cours or a Traite or 
a volume of Principles, Rossi did his duty, and produced a work 
which his contemporaries thought one of the best, and in which 
he makes many observations wdiich are just, felicitous and 
discriminating. And what more can be reasonably asked of 
one whos(? buoyancy raised him to the top in the sendee of four 
different states, and whose writings were for the most part 
entrusted to a language which \vas originally alien to him ? 

The austere student may consider that the biography of Rossi 
has no economic value, and that his Cours would be amply rewarded 
by mention in a footnote. The wiser economist who mingles 
humanity with his economics - to whom the thinker is as interest- 
ing as the thought, and the writer no less important than the 
written wonl — will find Mr. Ledermann’s an extremely interesting 
book. Rossi touched life at so many points, and moved about 
against such a shifting background, that much history in Italy, in 
Switzerland, in France and in Rome goes to his biography. In 
this very difficult task Mr. Ledermann has acquitted himself 
admirably. He supplies the history, without allowing it to swamp 
Rossi; and, despite an occasional tendency to fine writing, ho 
has produced an intensely interesting account of what was a 
very astounding and, all things considered, a rather tragic career. 

Alexander Gray 

Marischal College, 

Aberdeen, 
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Corporation ContribtUions to Organised Welfare Services, By 
Pierce Williams and Frederick E. Croxton. (National 
Bureau of Economic Research, New York, Publication 
No. 16. Pp. 347. 1930.) 

The problem with which this investigation is concerned is 
the basis of contributions of industrial, financial, mercantile and 
public service corporations in America to the organised philan- 
thropic services in local communities in which pliilanthropic 
funds are raised through the medium of community chests. The 
community chest is an outgrowth of the pre-war Federation of 
Charity and Philanthropy and the War Chest instituted during 
the war for war-time charitable aj^peals; its method of raising 
funds is based “ on the intensive community-wide method of 
money-raising perfected by the Y.M.C.A. between 1905 and 
1916” (p. 13). 

The significance of this study from the economic and social 
standpoint may bo gathered from the following statement in 
the Introduction : “ In both its cxionomic and social life the 
American community lias undergone profound transformation 
during the last two decades. On the economic side is to bo 
noted the disappearance of the individually owned and locally 
managed business in favour of great corj)oraiions with branches 
in several places, with policy-making headquarters in one placje 
and owned by an indefinite number of persons. On the social 
side, among other ]3henomena there is the equally signifutant 
disappearance of xiersonally administered charity. In its place 
has developed specialised jihilanthropic work carried on through 
voluntary w'elfare organisations and administered by trained 
technicians. In nearly 325 American communities a further 
advance in philanthrojiic method finds embodiment in the com- 
munity chest. Without going so far as to merge or consolidate 
the individual ])hilanthropi(j service units as the great national 
corporation has done with industrial units, the community chest 
aims to co-ordinate the for(?es of ilui member charitable agencies 
in the direction of more efficient servi(;e for the entire com- 
munity. The combined appeal for funds which the community 
chest makes once a year is one way in whi(di it endeavours to 
co-ordinate local philanthro]>ic effort ” (p. 27). Another way 
in which co-orxlination is attempted is by aiding member organisa- 
tions in budgeting so as to eliminate duplication of welfare work 
and overlapping of activities. 

The main questions dealt with in the Report are, the nature 
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of the corporations contributing to community chests, the rela- 
tive amount of such contributions compared with those obtained 
from individuals, and the tendency of those amounts to increase 
or decrease over the period, 1920 to 1929. Li a summary of the 
Report there is a clear and concise statement of conclusions on 
these quantitative aspects. The Report itself bears the not 
unusual marks of over-elaboration of detail and some lack of 


discrimination between “ search# ’ and research.*' It contains, 
apart from elaborate appendices, 10 charts and 08 tables, and 
while many of these may no doubt have been useful exercises 
for the investigating student, the necessity for their inclusion in 
the Report is more obscure. The chief purpose of this investiga- 
tion, wo may suppose, is the guidance it can afford to the develop- 
ment of social ])olicy in Ameri(*a, and the absence of State pro- 
vision for contingencies there makes the investigation of con- 
siderable potential importance. Charts and tables are only 
required for the accurate ]jrcsentation of important facts or for 
the puriiose of aiding in sonuj required conclusion ; some of the 
tables here included give little aid in these din^ctions. Indeed, 
on the main ((iicstion which the investigation sets ont to solve, 
the basis of corjioration contributions, the conclusion, such as it 
is, is of a nature) which defies statistical aid. On this question 
it is stated : “ l)('linito answers to questions as to the grounds 
on which 34,000 corporation contributions were made to com- 
munity chests for 1929, or as to the adequacy of those cor])ora- 
tion contributions, cannot be given at this time. Community 
chests depend uimii voluntary contributions. This signifies that 
moral cousiderali«ms enter into the decision by the corporation 
as to the amount the corj)oi*ation will (‘ontribnte. The considera- 
tions which have influence with corporation boards of dinn tors 
are probably as im|)on(l(‘rable as they are with individuals faced 
with making a similar decision. WiTo the problem more pro- 
foundly studied it would ])robably be found that the factor of 
greatest influence in diderinining corporation contributions to 
charity is the ‘ ])ersonality ’ of the corporation *' (p. 40). The 
jirofnndity required to reach this conclusion will, it must bo 
hoped, 1 m^ extended to the dofiuing of “ pin’sonality.” No pro- 
fundity is, however, required to anticipate that this lino of 
investigation will tend to raise that aw'kward (piestion of “ cause 
or effect ? *’ which troubled O. Henry in the ease of the millionaire 


philanthropist. 


W. T. Rankin 


University of Edinburgh. 
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Commercial Goodwill. By P. D. Leake. Second Edition. 

(Pitman. Pp. 220. 15s.) 

Mr. Leake writes as an expert accountant, but his book is full 
of economic interest and reflection. He is, in fact, explaining the 
history, the legal conditions, and the valuation of that element 
of monopoly in all business ” which was a favourite point of 
Marshall’s. In some recent discussions, the existence of this 
element of monopoly has been used to explain the fact of com- 
petitive equilibrium under decreasing cost ; but in fact it was so 
used by Marshall himself, both in the Principles and in Industry 
and Trade. The cost of building up a business connection was 
an essential part of the theory of profit as he regarded it, and the 
relation of these connections, or preferential markets, to each 
other doubly affected the rapid expansion of competitive supply ; 
partly because the special market would not stand rapid expansion 
without spoiling, and partly because of the resistance of com- 
petitive special markets to invade. Mr. Leake throws much 
interesting light on these questions. He finds that goodwill has 
been a transferable feature of business since the sixteenth century. 
It may be personal, local, or attached merely to names and brands. 
Its valuation, which is the important part of the argument to 
economists, depends in liis view on the cajutalisation of future 
special profit to a new ojjerator upon the results of previous labour. 
This cayritalisatioii depends on a numlx^r of factors, and especially 
on the basis of the goodwill, whether mainly personal or imj)ersonal. 
The treatment of the subject, in relation to both private and 
public business, is so lucid in arrangement and exposition, that 
this book, now brought up to date witli the latest legislation, has 
become a standard work bn its subject. 

]■). H. Macorkgor 


Marx-Engels Oesamfausgabe. Edited by D. Ryazanov. German 
Edition: Marx-Engcls Archiv, Frankfort.. Lesser writings, 
3 vols. ; Correspondence, 3 vols. 

The literature of Marxism abroad, a whole academic literature 
in itself, is growing to such vast proportions that it will soon need 
a Gargantua to cope with it. But the foundation of it must 
always remain the publications of the Marx-Engels Institute in 
Moscow, for they have most of the manuscripts in their possession, 
and nearly all the relevant material, both printed and unpublished, 
at their command. Under the editorship of Ryazanov, the most 
eminent of Marxist scholars and until recently Director of the 
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Institute, it has undertaken the enormous task of a complete 
edition of all the writings of Marx and Engels — a more than Five- 
Years’ Plan in itself. It is intended to be definitive and final ; 
every scrap of writing that can be traced to them is to be re- 
produced ; great libraries have been searched through for material, 
much has been communicated by diligent researchers, sales have 
been carefully attended for what they might yield, transcriptions 
have been made, wherever possible, from private collections. 
There can be little that remains, though here and there a handful 
of letters may persist unsifted, as in the case of a collection of private 
papers at Oxford — but not unknown to the Institute. Of this 
great projected work we have so far received only six volumes ; it 
will be completed in about forty. 

Ryazanov has wisely planned the work in three main sections, 
whose publication may take ]}lacc simultaneously. The first 
section is to be the collected works with the exception of Capital ; 
this will take seventeen volumes, of which have received the 
first three. These contain the separate writings of Marx and 
Engels up to 1844, before the period of their collaboration. They 
are mainly literary and philosophical; but they go up to the 
political contributions of Marx to the Deutsch-Franzosische 
Jahrbuchor, and include the essay “ Zur Juden-frage.” On the 
side of Engels there is a great deal of new light thrown by the 
greatly expanded collection of his early letters (Second Volume, 
First Part). 

The second section of the main work will be taken up by 
Capital, with all the writings that arc dependent on it. Here, as 
Ryazanov remarks, the greatest difficulties in establishing the 
text are to be found. The confusion that exists for Marxist 
textual criticism to clear up here can be only equalled by the early 
(Christian fathers ; the editor, however, is rather more hopeful of 
success. Ho plans thirteen volumes, of which none has yet 
reached us. 

We have, la.sth", the first three volumes of the third section, 
which is to contain the whole correspondence of Marx and Engels 
with everybody. ’I'he editor has in these departed from his 
general adherence to chronologj’', in order to keep the letters of 
Marx and Engels to each other separate and to get them out 
quickly. He has got so far as the year 1 867 in these three volumes 
— ^tlie year of the publication of Capital. The two concluding 
volumes of the series arc to provide a very complete index to all 
the names, terms and persons, with citations and authorities from 
all the works. 
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It is already evident from what has been so far achieved that 
there is complete and effective co-ordination in the Institute 
towards the production of this work. And not this work alone ; it 
publishes at occasional intervals a hefty journal, the Marx-Engels 
Archiv, of which we have received the second number (viii pp. + 
613). It has the second of Deborin’s “ Studies in the History of 
Dialectic,” Die Dialektik bei Fichte, and a long chapter on the 
outbreak at Lyons in 1831 by E. Tarl6; it includes a new version 
ot Engel’s Dialektik und Natur and many interesting miscellanies, 
unpublished letters of Lassalle, reviews of books on historical 
materialism and so on. Indeed, the editing of these works is 
beyond praise, it is so thorough and scholarly ; the production of 
the books is no less satisfactory — ^they arc strongly bound, well- 
printed on good paj)or, and are jiriced moderately from 12 to 18m. 

A. L. Kowse 



KOTES AND MEMORANDA 

A pKOPOSAli FOR A S(.lJflNTll?’IC TaRIFF 

'riiERK is one method of stabilising money values, or rather of 
preventing them from rising above a certain level, that economists 
have never seriously considered ; and that method is a system of 
temporary import duties levied during times of economic 
depression. A ’^temporary impost has been suggested by many 
authorities on industry as a means of raising the country out of 
the present slump, but it is rejected on the ground that a tariff 
would become permanent, once the principles of protection had 
taken a firm hold in national policy, since vested interests would 
exert every power at their command to render it so. Such an 
obstacle to the raising of a temporary tariff at a time Avhen it 
would bo of the greatest benefit to the nation ought easily to be 
removed. 

The general conception of protection in its broad economic 
effects has been muddled by numerous fallacies emanating from 
the daily Press -even politicians have been influenced, as witness 
the Mosley INIauifeslo - and 1 therefore ])urposc to give a simple 
hypothetical example of a country that has just adopted pro- 
tective principles, and to describe the subsequent effects on the 
economic life. To save time and space I Avill say at once : other 
things being equal ; and to avoid irrelevant complications wo will 
assume that the country has raised an ad valorem duty of 20 per 
cent, on all imported commodities. 

The first effect of the duty is an immediate reduction in the 
volume of imports. This curtails tlic supply of commodities in 
the homo markets, the result being a rise ifi prices. Business 
sentiment, taking up the rein, causes a rapid transfer of money 
from inactive to active channels; which is manifested in an 
addition to the total volume of means of payment. 'Ihus two 
distinct factors, a curtailment in tho supply of goods and an 
increase in moans of payment, combine to cause a rise in the level 
of wholesale commodity prices. Since the rise is due in part to 
an increase in means of payment, it folloAvs that the prices of all 
commodities rise — not only those tliat are protected. As there is 
no obstacle to the floAV of exports they continue for a time at the 



314 


THE ECONOMIC JOUBNAL 


[JUNE 


same rate as formerly, but it will be seen that the rise in the 
prices of new factory equipment, raw materials and labour — the 
rise in wages is due to the increased demand for labour — is 
reflected in a rise in the cost per unit of production, the inevitable 
result of which is a loss of trade in foreign markets and a falling off 
in output. During this process, the rise in prices is enabling 
importers to climb the artificial barrier and the volume of imports 
is therefore increasing. Thus, from the time of the imposition of 
the tariff, exports have been falling and imports rising, and 
this continues until equilibrium is restored. All these movements 
mark a period of transition from free trade conditions to protected 
conditions. At the end of this period domestic prices stand on a 
higher level than before the duty was levied, and, as a little 
thought will show, the country is once more open to the influence 
of fluctuations in the world level of money values, from the ravages 
of which it enjoyed a certain immunity during the period of 
transition. Therefore, the ultimate oiitciome of a rigidly imposed 
protective duty is a return to conditions similar to those pre- 
vailing under free trade, with the disadvantage of a net decrease 
in overseas trade. The favourable balance of trade and the rise in 
interest rates, in evidence at the outset, would cause an influx of 
gold which would form a basis for new currency and credit, and 
thus help to inflate prices. But as this is irrelevant to the matter 
in hand I have not emphasised the point. It is worthy of note, 
however. Throughout the example it is assumed that world 
prices remain fairly constant. 

Now let us consider the reverse j)rocess and siqjposc that a 
change of Clovcmment brings aljout a return to full-blooded free 
trade. The period of transition is marked now by an immediate 
fall in the prices of hitherto protected commodities and a gradual 
fall in the ])rices of tlie remainder. As costs of production fall 
only at the expense of much time and energy, the period of tran- 
sition is greatly i}rotractcd. The reduction of profits causes a 
disappearance of confidence, and this, in turn, causes a transfer 
of money from active to inactive channels. The net increase to 
the country’s gold stock, accumulated during the protective 
period, disperses to the countries whence it came. Much hardship 
and unemployment follow. 

It is my conviction that during a temporary fall in the level of 
wholesale commodity prices like that whieli has afflicted the gold 
standard world since 1929, all efforts to adjust costs of production 
under modem artificial conditions arc a w<aste of time and energy. 
There are others who think otherwise— that a fall in prices has 
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the one redeeming feature of promoting a general screwing up of 
the industrial structure. Be that as it may, to suggest that there 
is any benefit to be derived from a fall as rapid as that of 1930 is 
sheer folly. If, then, a duty on imports could be levied to arrest 
falling prices— not to cause a rise, l)iit to maintain them at the 
normal level — the objections to a temporary tariff would be 
removed. 

Let us, then, suppose that, during tlic present world-wide 
depression, our imaginary country effects a second change of 
Government. The new government, noting the influence which 
protective duties have on the level of domestic prices, determines 
to exploit them in such a way as to raise prices to the normal 
level and so maintain them until a wave of optimism produces a 
general revival of trade. With this end in view, it is proposed a 
duty be levied on all imports at the same ad valorem rate, the 
duty to vary inversely with every movement in the world level of 
prices. 

A duty calculated to raise prices to the normal level is arrived 
at- -say 30 per cent. — and is immediately j)ut into operation. 
The same results are obtained as on the previous occasion with the 
exception that costs of production have not so far to rise, if, 
indeed, they have to rise at all. We will now suppose that there 
is a world revival and prices arc once again on the u])ward trend. 
The Government, still bent on the policy of maintaining prices on 
the normal level, considers it advisaldo to lower the duties and 
acts accordingly. Provided the duties are lowered at a rate in 
keeping with the rise in prices, the normal domestic level will be 
maintained because the importer will still pay in duty the difference 
beWeeii the lower external level and the normal domestic level. 
Thus, if the price of wheat is normally 100 pence a cwt., but during 
the slump falls to 70-5 pence, a duty of 30 per cent, would raise its 
price in the home market to 100 pence. If, in the revival, it rises 
to 00 pence the duty should fall to 11 per cent, to maintain 100 
pence in the home market. Prices of individual commodities, 
however, should not be considered. The i)urposc of the duty is 
to maintain the normal level of wholesale prices taking com- 
modities as a whole. 

The example above merely serves to show how the duties 
should bo modified to meet a given movement in prices. The 
Government of our hypothetical country, by making the duties 
the same all round and adjusting them in relation to the world 
price level, is achieving two purposes. First, it is keeping the 
proportion of active money constant by playing on business 
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sentiment, and secondly, it is preserving the tariff from the 
influence of vested interests. In broader terms, it is using the 
tariff for a speciflc purpose in the interests of the community as a 
whole. It will be seen that the more vicious half of the trade 
cycle chart is entirely removed. 

The practical difficulties that would be involved in the opera- 
tion of such a scheme arc outside the scox)e of this paper ; but there 
are a few points that may be of interest. In a practical con- 
sideration of the suggestions put forward, the x^urpose of the 
scheme cannot be too clearly understood. The scheme should 
bo applied only when a x>i’it^e movement is wholly or partially 
due to tlic ])sychological factor ; and then, if partially, only to the 
extent required to correct that factor. Any permanent change in 
the value of gold should be followed by a revision of the normal 
X^ricc level, and the duties should be adjusted acconlingly. It is 
evident that if permanent changes be disiugardcd, the duties would 
cither fall into disuse owing to a decline in the value of money, or, 
what is far more likely and far more serious, rise, in the course of 
half a century to the dizziest heights. The normal level of prices 
is subject to gradual changes over long periods, w hile the JiCitual 
lcv*d fluctuates, often violently, over short x^criods, as in the case 
of the Grcat Slump of 1030. 

It may be thought that the gap between price movement 
and tariff adjustment constitutes a practical difficulty. ITiifor- 
tunatcly, but fortunately in this case, the trend of business senti- 
ment is not always determined by existing railities ; for if it werc, 
there would be no such thing as a trade cycle, and therefore no 
need to control business sentiment. The gax) w'ould be bridged by 
anticipation, which plays a far greater x^art in ljusiness than many 
of those responsible for the prevailing dcx>ression realise. Other 
questions likely to arise arc : What is the normal x>rice level ? To 
what height must tin? duty rise for a given fall iti world prices? 
Assuming that the scdicme x>roved suc(?essful in one country, 
woidd it continue to prove equally successful if every gold 
standard country adopted it? The answers to whicdi 1 must 
leave to the imagination of the reader. 


E. J. Brostek 
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Official Papers 

Royal Commission on TransporL Final Report. 

It would not bo fair to judge the final report of the Iloyal 
Commission on Transport from summaries in the daily Press, 
which did less than justice to the wide sweep of the Commission’s 
inquiry. On the other hand, the economist may complain that 
some vital questions have been shirked. Each section begins 
with an historical survey ; the one on railways speaks severely of 
the vacillating policy of Parliament towards the earlier under- 
takings, with the consequent waste of (japital on a large scale. 
Koad transport, on th(3 other hand, “ has been allowed to develop 
with an extraordinary lack of regulated control even from the very 
important point of view of public safety.” The Commissioners 
adopt the more modern Parliamentary view tl\at competition 
between railway companies is useless and wasteful ; in fact, they 
would map out the country into areas served by a single group 
even more rigidly than was contemplated by the Railways Act of 
1921. Amateur railway reformers will bo disappointed to find 
that the report docs not think that the abolition of imvately- 
owned wagons is citlior advisable or iiracticable. But they will 
welcome the recommendation that the companies should make 
better use of their faculty for speed, especially for short Journeys 
and cross-country tralHc. One suggestion, however, seems quite 
impracticable, i.e. that the companies “ should be placed under a 
statutory obligation to provide a scat for each passenger who 
joins a main lino train at its starting-point.” This would take 
away the Kiiglisliman’s cherished right of dashing up to a station 
at the last minute, siiiec the companies would have to stop issuing 
tickets when a train was rej)orled full. 

On other points the Commission holds the balance fairly 
between the companies and the public, admitting their case for 
closing littic-used and unremunerative brancli lines. It accepts 
Sir Josiah Stani2)’s contention that many of the elaborate 
statistical returns might be reduced or sinij^litied. On the other 
hand, it thinks that the companies have been too conservative 
over their goods services, c.g, in the slight use made of containers 
and of largo wagons. 

On tho question of roatl transport the report is less satistaetorv. 
It does not attempt to deal with tho fundaiueiital question Is 
road transport chea]), or docs it only appcjir cheap because the 
motor owner is allowed t-o throw a largo ]>a.rt of his running costs 
on tho ratepayer? Perhaps tho Commission was hampered by 
No. 162. — VOL. XLI. 
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the strange inability of the Ministry of Transport to answer simple 
economic quest’ons. 

Thus (p. 71) the Ministry cannot say “ whether the burden of 
taxation is fairly and properly [what is the distinction between 
“ fairly ’’ and “ properly ” ?] distributed between users of 
different classes of motor vehicles.” Surely the Ministry is paid 
to answer such questions, and the Commission itself has no doubt 
that the heavy commercial lorry is “ responsible for by far the 
greater part of the wear and tear on the highway,” especially 
when travelling at a high speed. Again, the Commission notes 
with surprise that although commercial vehicles arc taxed 
according to unladen weight, there is a maximum tax but no 
maximum weight; a five-ton lorry pays £48 if fitted with 
pneumatic tyres, or £60 with liard tyres. Consequently the 
Commission recommends a “ substantial increase ” in the duty 
for each successive ton, rising to £120 for 9 tons. Further, it 
would use taxation in order to discourage vehicles weighing more 
than 4 tons, and would ]3roliibit those weighing more tlian 10 tons 
excejit in special circumstances. In these recommendations the 
Commission is not entirely influenced by the question of damage 
to the highway, it holds the opinion that “ it is not in the national 
interest to encourage further diversion of heavy goods traffic 
from the railways to the roads.” At this point one Avould have 
welcomed a discussion of the real cost of passenger traffic on the 
roads. How much, for instance, does the ratepayer have to pay 
for each double-decked omnibus or single-decked motor coach ? 

The Royal Commission omits to deal with three other forms 
of road transport, which pay less than the moderate duty levied 
on the petrol-driven lorry. Vehicles driven l)y steam or heavy- 
oil engines escape the petrol tax, and should l)e made to pay an 
additional licence duty. Then the owner of a lorry or tractor who 
docs not wish to pay the full weight tax may avoid it by the 
simple device of attaching a trailer ; he (!an draw three trailers, 
each as big as a lorry, for the insignificant sum of £0 a year. 

Another form of road transport — the tram — which is really 
cheap, since it maintains its own track, appears to the Com- 
missioners to bo “ if not obsolete, in a state of obsolescence.” 
Tramway comj)anies have been heavily handicapped by their 
insecure tenure under the Act of 1870; the Commission recom- 
mends a much longer tenancy. 

On the question of road costs the report is lather confusing. 
It talks of making the motor owner pay two-thirds, instciad of 
one-third as at present, towards the £60 million a year noAV spent 
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on roads. But as the motor owner now pays £20 million directly 
and another £20 million indirectly, the ])roj)oscd change is merely 
a transfer from the local to the im 2 )erial exchequer. It may be 
asked here whether the country can afford £60 million a year for 
its roads, especially when railways, canals, and coasting vessels 
have hardly enough traffic to keep them going. If the use of the 
heavier vehicles is discouraged, and if those which survive pay a 
higher duty, there should be less wear and tear of the roads and a 
larger revenue for the Road Fund. 

The Royal Commission has no great belief in canals as a whole, 
though it says that certain canals still possess considerable 
value as a moans of transport.” It recommends further amal- 
gamation, and would like certain railway-owned canals trans- 
ferred to new (^anal Trusts. It has little to say about harbours, 
docks, and coast-wise shi])ping. 

The title of this final ref)ort is “ I'lie Co-ordination and 
Development of Transport,*’ but the C*ommissioncrs have very 
little to say on the subject. Perhay)s they realise that co- 
ordination was one of the war-limc slogans; few people now 
believe in the superman. If the various forms of transport are 
required to bear their own cost of working they will fall into their 
l)ropcr places in the national economy, J. F. Allen 


Metnorandnm on T ntcrnafional Trada and Balances of Payments, 
1927-29. Vol. I : Review of World Trade, League of 
Nations. (Allen and Unwin. 4.s.) 

Tins small volume of little more than 100 pages contains a 
comprehensive review of world trade during the years 1927-29. 
These throe years are characterised by a steady growth in inter- 
national trade, by the improvement in the relative position of 
European trade after the set-back in the preceding years, and by 
a change in demand due to tlie increase in the wealth of the world. 
The period of trade prosperity came to an end, however, late in 
1929. 

The Momoraiidum lirings out clearly the connection between 
trade movements and the situation on the international capital 
market during the ])eriod which preceded the ])rcsciit crisis. In 
1929 the United States, the United Kingdom, F ranee and most 
other lending countries reduced their capital expoi ts and employed 
a larger proportion of th.eir national income than in 1928 for 
domestic consumption or investment. Their imports rose, and 
their export trade either fell otf or increased less t han their imports. 

v2 
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Their trade balance accordingly became more passive (or less 
active) than in 1928. 

The stringency in the international capital market was felt 
particularly by the borrowing countries in Europe, most of which 
had to reduce their imports and increase their exports. The 
trade balance of Germany, Poland, Hungary, Roumania, Yugo- 
slavia and certain other countries became active in the course of 
1929. The comparatively rich cereal crops these countries 
enjoyed contributed to the change. 

On the other hand, a number of agricultural countries in other 
continents, the value of whoso ex])orts fell off in consequence of 
liglit crops and falling prices of their main products, increased 
their imports. Owing to credit difficulties, the majority of these 
countries were obliged to settle their accounts by exporting gold 
or drawing upon their foreign balances. 

Trade between b]uropoan countries would appear to have 
increased more rajiidly than that between Europe and other 
continents. In 1929 the larger sales of food-stuff’s by the agri- 
(jultural to the industrial countries in Europe and a temporary 
expansion of the coal trade contributed to the growth in inter- 
Europcan trade. A number of non-European countries reduced 
their exports to Europe in the same year. The greatest reduction 
is recorded by (.'anadii, whoso (exports to Euroi)o fell from Sffo7 
million to §435 million as a result of smaller sales of cca’eals. 

Separate sections in the Memorandum deal with trade by 
continental groups and individual (jounlries, trade per IkmuI of 
population, trade balances, trade by classes of eoinmoditios, ])rice 
and qtimilum changes, direction of trade, etc. Of particular 
interest are the data regarding the trade balanci^ of the JJritish, 
French and Dutch Enqjires as well as of the different contiiumts. 
It should be mentioned, linally, that an (estimate is made of the 
“ invisible ” items offsetting the largo European surplus of imports. 

(COMMUNICATKO.) 


Survey of the Direct and Indirect Mcfins at the Disposal of Foreign 
Jhiyers to CMablc Them in a Number of Countries to ascertain 
the Quality of the Goods acquired by Them. League of Nations. 
(Allen and Unwin. 5j. 6d.) 

The Economic Committee submittol to the Council in 1923 
and 1924 two reports on this question. In the former, it lahl 
stress on tlie fact that the j)rotiHjtion of the consumer against 
worthless goods is i)rimarily a matter for national legislation, and 
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that it is important, from the point of view of international trade, 
that any measures taken with this object should not be of a kind 
to discriminate between imported goods and similar goods of 
national origin, or to impose undue burdens on international 
commerce. The Economic Committee subsequently showed that 
the method of customs proliibitions or restrictions is quite unsuit- 
able as a means of overcoming the difficulties with which the 
buyer is fac.cd owing to the defective quality of the goods. 

The Assembly of the Tjcague felt it desirable that the ])ublic 
should be made acquainted with the national laws and regulations 
regarding standards for typo, composition and manufacture which 
already existed, and at its sessions in 1924, 1925 and 192(1 adopted 
successive resolutions urging the necessity for completing the 
information collcidod by the Secretariat, and for making this as 
widely known as possible. A first edition of this information was 
published in 1928, and the present document is a second edition 
revised and enlarged. 

The document in(*ludes an alphabetical index of products for 
which foreign buyers may avail themselves of protective measures. 
This index enables the reader to inform himself of the pre(‘ise 
measure of protection attached to any particular product. 

(COMMTTNIC ATK D . ) 

The Cost of Living Index-Number. Ministry of Labour. 

(Stationery Olliee. Pp. 13. 3^/.) 

In view of the number of collective agreements which are still 
in operation for the adjustment of wages in accordance with the 
cost of living index, the Ministry of Labour has re])rinted this 
detailed account of the scope and method of calculation of the 
statisti(*s on which it is based. The ])rinciples of this calculation 
have remained unchanged since the index-numbi'r was instituted. 


ticcond Interim Report of the Gold Delegation of the Fimncial 
Committee. League of Nations. (Allen and Unwin. Pp. 22. 
ia.) 

The first Interim Report was reviewed in this Journal in 
December 1930, and dealt with the future demand and supply of 
gold. This second Report deals with the distribution of the 
supplies. While the present distribution is mainly the result of 
abnormal general economic eonditions, the main question is that 
of future prospects. T'he (^ommittee considers the contribution 
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which may bo made by monetary policy, in view of recent changes 
in the working of the gold standard. It deals at some length with 
the functioning of that standard, and of the now conditions created 
by now banking laws, especially with regard to gold exchange, the 
percentage reserve system, and the narrowing of gold points. It 
considers that the future policy of lending countries should have 
two main obligations — the maintenance of a steady flow of capital 
and credit, and the restriction of loans to productive purposes. 
Finally, it emphasises the need for co-operation between Central 
Banks. 

Economic Literature in the Marx Engels Institute 

With complete State control of international trade and foreign 
exchange, the Russian Government is able to ensure that things 
shall be purchased abroad strictly in order of their real importance, 
and it is interesting for an economist to observe that for one 
purpose at least economic literature a2)parently stands high on 
the official list. Among the most interesting sights for an econ- 
omist in Moscow is the economic section of the library of the 
Marx-Engels Institute. Here there is gathered together a 
collection of literature in all European languages on economics, 
both theoretical and ai)pliod, at least as complete as is to be 
found anywhere else in the world. An exhaustive and comiflete 
collection of Marx and Marxiana one might expect to find, but it 
was surprising to see a collection almost as complete of the 
“ classical ” writers, of more modern literature, and of writers of 
the pre-Adam Smith period as well. And the Marx Engels 
Institute is not content \vith a complete collection of Adam 
Smith’s works, both in English and in translations. In the 
spirit of the fanatical bibliophile, it insists on getting the first 
editions, and all subsequent editions as well, so far as that is 
possible, and treats most other writers in a similar way. The 
librarian in charge of the section, a lady, proudly points out that 
the Institute possesses pamphlets which arc not to be found in the 
British Museum, and where copies of rare publications never come 
on to the market, photographic reproductions have been purchased. 
There is scarcely an economic writer in England, or indeed in 
Europe or America, whether of good repute or ill, a full collection 
of whose works he would not discover enshrined in the Marx- 
Engels Institute Library. The theological zeal of the Communists 
accumulates not only all the works of the true prophets and the 
commentaries thereon, but the works of the false prophets and 
the schismatics as well. 
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This Uterature is not, of course, available for the ordina^ 
reader. It is not everybody who is admitted to work in the 
Marx-Engels Institute, but not the least of the shocks received 
bv the visitor to Moscow who has heard much about the necessity 
for husbanding the supplies of valuta, and carefully controlling 
imports, is the discovery that such considerable resources arc 
beiitt devoted to the construction of this library. The economist 
may perhaps be inclined to take a more favourable view of Russian 
“ dumping ” when he reflects that part of the proceeds is defimtely 

earmarked to purchase his own works. . ^ q g Fisher 
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School of Agriculture, Cambridge. 
South Dakota State College. 
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University of Jena. 


The Centenary Meeting of the British Association will be 
held in London from September 23 to 30, 1931, under the Presi- 
dency of General Smuts. Professor Edwin Caiman will preside 
over Section F (Economic Science and Statistics). Special 
importance attaches to this Centenary Meeting, and the Associa- 
tion hopes for a full attendance to ensure the support of the 
scientific researches and other activities carried on under its 
auspices. Members of the Royal Economic Society are par- 
ticularly invited to attend. Particulars may be obtained on 
application to the Secretary, British Association, Burlington 
House, W.I. 


The forthcoming meeting of the International Congress for 
Studies re'garding Population will bo held in Romo from the 7th 
to the 10th September 1931. Reports and communications will 
be accepted in English. Those who take? an interest in the 
Congress and would lik<‘ to receive the detailed programme which 
is now available ai-e invited to apply to the (.^omitato Italiano per 
lo Studio dei Problemi della Popolazionc, 10 Via delle 1'crme di 
Diocleziano, Roma (Italia). 


The Association for Education in Industry and (.bmnierce will 
hold its thirteenth Annual Conference in London from June 16-17, 
1931. Particulars can be obtained from tlie Honorary Secretary, 
Mr. J. Knox, Port Sunlight, Cheshire?. 



RECENT PERIODICALS AND NEW BOOKS 


Joiminl of the Royal Rtntistiml RorAety. 

Vol. XCiy , Part I. The Naiioual ('apital ; the / nmgural Addresft of the 
President. J. C. Stamp. StaiMcs of Totalisator Betting. A. P. L. 
Gordon. The International Statistical Institute. A .L. Bowley. 
Taxation of Various Cktssea of the People. D. M. San deal. 

Qmirlerhj Journal of Economics, 

Febritary, 1931. Economic Aspects of the Boukitr Dam Project, 
P. T. Homan. The Leontii^f and Schultz Methods of deriving 
“ demand *’ Curves. E. W. Gilboy. Some Effects of the English 
Unemployment Insurance Acts on the X umber of Unemployed 
relieved under the Poor Law. H. L. Witmer. A Neglected. Phase 
of Tariff Controversy. 1). B. ('opland. The Readjustment of 
Workers displaced by Plant Shutdowns. E. Claoi e aiul VV. J. 
('OUPER. 


Review of Economic Statistics (Harvard). 

November, 1930. The General Course of Wheat Prices in France^ 
1350 -17SS. A. P. Usher. Statistical Background of the Crisis of 
1S57. A. H. (Vile. Business Volumes during Periods of Decline 
and Rccm^cry. J. B. llrBBARD. Employment and the Buying 
Power of Consumers. W. A. Bkrridoe. 

February, 1931. Review of the Year 1930. W. L. Crum. The 
('offee, hulustry in 1930. F. E. Richter. The Money Market in 
1930. W. B. Buroess. Seasonal Variations in Selected Series of 
Weekly Data. B. Fox. Conunercial -paper Rates and Bond 
Yields. J, B. Hubbard. 

Journal of Economic and Business History (Harvard). 

February, 1931 . The Business Man and Economic Systems. N. S. B. 
Gras. The Economic Relations of Boston ^ Philadelphia and New 
Yorky 1080-1715. C. Nettkls. Disposal of the Public Domain 
in Illinois. P. W. (tATES. The Father of New England Stage- 
coaching. O. W. Holmes. A Mercantilist Episode. R. H. 
(jjEOROE. The Rise and Fall of the Stinnes Combine. M. L. 
HARTSoron. Walker's Financial Mission to London. A. E. 
Taylor. 

Journal of Political Economy. 

February, 1931. The German System of Arbitration. W. T. Hann. 
The Collection and DiiAsion of Revenues between State and Local 
Governments. M. S. Kendrick. The Aviation Industry. M. W. 
Watkins. Recent National Trade Agree^nenis in the Silk Hosiery 
Industry. L. W. Cooper. The Italian School of Mathematical 
Economists. H. Schultz. 
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Anierican Economic Review, 

March, 1931. Economic Conflict in International Affairs, M. B. 
Hammond. The Jjarge Corporation in American Economic Life. 
G. C. Means. Advertimng and Economic Theory. C. A. Stock- 
ing. Preferred Stock in U.8.A. G. H. Evans. Economic Theory 
and Natural Science Theory. M. A. Copeland. Institutionalism 
and Orthodox Economics. E. M. Burns. 

Proceedings of the Forty-third Annual Meeting of the American 
Economic Association. The main subjects on which papers are 
printed are : The Modern Merger Movement. M. W. Watkins 
and W. L. Thorp. The Work of the Federal Farm Board. J. S. 
Davis and J. D. Black. International Economic RelcUions. E. M. 
Patterson and J. Donaldson. The Business Depression of 
1930. 0. Snyder and J. Schumpeter. 

Annals of the American Academy of Political and Social Science. 

January, 1931. The Coming of Industry to the South. A study of 
Ainorican industiy by various writers. 

March, 1931. The Insecurity of Industry. Part T. T'he Unemploy- 
ment Situation (in twelve short papers). Part II. Stabilisation of 
Emptoyment. (Papers by business men and economists on the 
main types of remedy for unemployment.) 

Wheat Studies (Stanford, California). 

Ei:sruary, 1931. Speculation, Short Selling and the Price of Whfut, 

March, 1931. Official and Unofficial Stalistics of biternatmial Trade 
in Wheal and Flour. Mainly a discussion of Mr. Broomhairs Corn 
Trade Nev^s Statisti(!s. 

May, 1931. Survey of l/ie Wheat Situation Dec. 1930 to March 1931. 

International Ijobour Review. 

January, 1931. French Legislation on the Dismissal of Workers. B. 
Picard. The European Lignite Industry. Analysis of Ijegistation 
in Force on Unemployment Insurance. 

February, 1931. The (■onliuuous Working Week in Soviet Russia. 
Labour in Abysmiia. M. Griaule. Old-age Pensions in the 
United Stales, M. Stack. Jewish Workers in Palestine. 

March, 1931. The Social Effects of the Kconxmic Depression in North 
America. H. B. Butler. More M exhanisation in Farming. 
L. E. Matthaei. Indian Ijabour in (JeyJon. L. Su.ndaram. 

Indian Journal of Economics. 

January, 1931. Papers read ami discussed at the Fourteenth Con- 
ference of the Indian Ecmiomic Association. These papers d(‘iil 
mainly with questions of banking in India, with Indian labour, 
and with the theory of Distribution. 

Kyoto University Ecmiomic Review. 

December, 1 930. Tax Bases in Land, House, and Business Taxes. M. 
Kambe. The Disparity heticeen the Rich and the Poor in the Big 
Cities of Japan. S. SuiOMi. On the Financial Development of 
Japan. E. Honjo. On the Fixing of a Standard of the Price of 
Rice. Y. Yaoi. 
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World Trade (International Chamber of Commerce). 

January, 1931. Competition between Hoad arid Rail. P. Siuvebberg. 
Large-scale International Undertakings. L. Urwkjk. The Over- 
production oj Coffee.. A. Fauch^jre. This is an interesting and 
concise account of the Coffee Valorisation scheme. 

Index (Stockhol in ) . 

February, 1031. The World's Staphs. I. Colton. J. A. Todd. 
March, 1931. Ihmnploi/jnent—a World -u'ide Protjhm. VV. Martin. 
April, 1931. The World's Staphs. IT. Wheal. C. J. S. Broomhall. 
Brings together the statistics relaling to the presc^nt over- 
production. 


Skand inari ska Kreditakt if bolaget . 

January, 1931. The Shortage in the Snpphj of Money. G. Cassel. 
Revue d'fkanomie Politique. 

November, 1930. Iai question d'or. C. Bisr. La depression des prix 
aprLs 1S73 ct en 1930. V. Dieterij5N. La reforme monetaire en 
TchdcA)slovaqnie. A. Basch. 

January, 1931. Im question d'or devant la Sorhtd des Nations. B. 
Nogaro. L'muvre ecommiiqm de F. con Gotti -OtilUhnf eld. M, 
H.\LUWAcns. Que faut-il vnUudre jmr h cotit dc la guerre? C. 
Gide. hes farteurs dc depression d'apres les banquiers anglais. L. 
Baudin. Dumping ordinaire ct dumping sovietique, B. Elia- 
CIIKFE. 

Journal dcA fkonomisies. 

January, 1931. Qudqufs reflexions sur h chomage. P. W. dk 
lloMJi.LY. L'industriv. houillere dans le momh. B. J. ^Ikkre. 
FEBurAUY, 1931. Le problhne de Vor d la Banqne dc France tl en 
Grande- Bretagne. E. Payen. L'induslrie pctrolicrc dans le 
rnondc. li. J. Pierre. L'hnqioi sur hs transports. G. de Nou- 
vioN. livolntion Jiisioriqnr. de la Bourse d' An cers. M. Carson. 
]\Iarch, 1931. La question d'or et la question de Vargent. E. Payen. 
La situation ecouomique de la Romnanie (191S-28). E. Lemonon. 
Zones f ranches ct forts franvs. G. de Nouvion. 

Revue de I'lnstiiut dc Sociologie. 

October, 1930. Les traits g(!fu'rau.r dt la vie sociale ct h mreanisnu dts 
institutions, li. Wodon . La disinirite des pouvoi rs d'achai. G . de 
Lekner. 

January, 1931 . .Miserc el capitalisme daiis la conception soclaliste. A. 
Labriola. 

Bcfmolhrs Jahrbuch. 

February, 1931 . Nominedismus und Begriffsrealismus in der National- 
okonomie. K. PiiiBRiVM. Einflnss des Zinsfusscs auf denSpihren. 
C. V. Keichenail Die Abuunderung com La fide inul das 
"'Qolizsche Geseiz." P. Quantb. Die Ursarhen des neueren 
Qeburteiiruckganges. E. Wurzburgkk. FinanzwissenschaftUche 
Irrwege, F. K. Mann. 
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Zeitachrift fur die gesamte StmtsunasemchajL 

January, 1931. Karl BUcher. G. Buodnitz. Die GeaUdtmig der 
wirtschaftlichen MacMverMUnisse in Mitteleuropa, H. Bayer. 
A plea for regional agreements between the agricultural and 
industrial districts of Middle Europe. Bruno Molla Lehrbuch der 
FimnzwiaaenachafL E. H. Vogel. 

March, 1931. Die objeciiviatiachen Preistheoricn auf eminrisch-rcalia- 
tiacher Qrundlage in der nemren Literatur Deulschlanda, E. H. 
Vogel. A discussion of the theories of Diehl, Licfmann, Gotti, 
Eulenberg, Sombart, and Zwiedineck. 

Jahrbiicher fur National6ko7iomie und StcUiatiL 

February, 1931. Unterauchuvgen zur 7ieueren Literatur dea Zure- 
chiiungaproblema. P. Groag. V erstehende Statiatik. H. Wolff 

March, 1931. Der Shin dea PreisMaua, B. Josephy. Konjunktur- 
theories Arbeitaloaigkeit^ u)id wirtachaftliche Eniwicklung. 
Schroder. 

April, 1931. Tliis number is in honour of the 76th birthday of Ludwig 
Elster. Die Bedeutung der Wirtschaftaganzheit fiir den Wirtachafta- 
prozeaa, G. Albrecht. Unternehmergeunym und Konjimktur^ 
gewinn. K. Diehl. Agrarkreisen, Konjunktiirzijklen, und Struk- 
turwandbmgen. C. v. Dietze. EecJit und Technik dea tviaaen- 
achaftlickeyi Sammelwerka. A. Elster. Die wirtachaftlichcn 
Grundlagen der Groaa-stadt, W. Mokgknroth. Gnmllagen dea 
Geburtenriickgangea und Moglichkeiten aehier Berkdnipfwig , J. 
Muller. Koatenreste und WerUjroasen der Betriebaanlagen 
wdhrend ihrer Nutzungazeit, E. Pape. Finch und Segen der 
Wirtachaft im Urteile der verachiedenen Lehrbegriffe, 0. Spann. 
Gewerkachaften und Karlelle ala Marklverbdnde, A. Weber. Der 
Binnenmarkt, F. Zahn. 

W eltwirtachafllichea A rrhiv, 

April, 1931. Wirtachaftaverfaaaung, Gehlnrfaaaung, und Reparaiionen. 
E. Lukas. A contribution to an analysis of the existing German 
economic crisis. Der Kreislauf dea Geldes. II. Xeisser. Der 
Geltungabertich dcr Grenzwertlehre, W. Keilhai*. The Resource 
Hierarchy of Modern World Economy. E. Zimmerman. Essay 
on Changes in the Diatribution of British Overseas Trade in Wool 
Textiles during the past ten years, G. H. Wood. Die Eniwicklung 
der Europdischen Finanzvw nopole in der Nachkrlcgszcit. L Die 
Eniwicklung der Tabakmonopole. If. G. Boss. Zur Rollv. dea 
FinanzkapiUdismns itn Zcitalter dea Hochkapituliamns, H. Sicii:. 

Zeitachrift fiir Nationalokonotnie, 

J AN UARY, 1 931 . The StrUistical Jjawa of Equilibrium according to Henry 
Schultz. U. llicci. A sympathetic criticism, especially with 
reference to the ambiguity of determining trends and tlie extra- 
polation of statistical demand and suf)ply curves. The Subjective 
and the Objective Aspect of Marginal Utility, J, Wyler. Critical 
ami Positive Remarks on Monetary Theory, A, Bilimovic. A 
criticism of Walras* approach to the (quantity theory, with reference 
also to Pietri-Tonclli. Three Problems of the Theory of Moyiopoly, 
E. Schneider. A discussion of special cases of bilateral monopoly, 
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of duopoly, and of universal monopoly under certain assumptions. 
The Enigma of French Gold Policy, K. Schlbsingbr. The 
author attributes the policy to a desire to influence the internal 
and external price levels in favour of the rentier and the working 
classes. Ideology and Utopia, A. Menzl. 

Zeitschrift fiir Nationalokorumie, 

March, 1931. Open Problems in the Theory of Costs and Returns, 0. 
Morgbnstbrn. a synthesis of I’ccent discussions on the Jaws of 
return, concludes that on the whole the prevailing tendency is to 
turn from the method of partial to that of total equilibria. Can 
the Qmnlity Theory of Money he staiistienUy proved ? O. An derson. 
Holds the statistical method cannot dispense with a theoretical 
approach. Fisher’s equation of exchange is found to be in 
accordance with facts as tested empirically, and a similar conclusion 
follows from Bulgarian price movements. Dynamic Problems of 
Value, J. Akbrman. After discussion of the methods of Moore 
and Schultz, it is concluded that it is possible to determine a 
typical elasticity of demand for any given period. 

Archivfiir Sozialwissenschaft und Sozial 2 )olitik, 

Februarv, 1931. Die franzosische Wdhnmgspolilik seit der HtaJtnlU 
sierung und ihre Folgen, G. Raphael. 

Vierielfahrshefte zur KonjimkturforsrJiung, 

SoNDERUEFr, 21. Der Trend, Ein Beitrag zur Methode seiner 
Berechnung und seiner Answertung fiir die Unlersuckung von 
Wirtschaftskurven und sonstigen ZeitreicMn. P. Lorenz. 

Sonderheft 22. Kapitalhildung und Investitioncn in der dcutschen 
Volksivirtschaft 1924 bis 1928. R. WAOENFi-iiR. 

Sonderheft 23. Bestimmungsgriinde der Haute- and Ledcrpreisc, G. 
KEiSBRaiid B. Bbnning. 

Dg Economist (Haarlem). 

December, 1930. Loonsrerhooging en verbruik. A. A. van Rhijn. 
A detailed diseus.sion of the doctrine that increased wages, by 
increasing the purchasing power of the workers, stimulates pro- 
duction and promotes natioiiui pro.sperity, suggested by two 
recent German books, Tarnow^’s Warum arm seiiiy and Massar’s 
Die volkswirthschafUiche Funktion holier Lohne. Doclrincs of 
under-consumption do not have sulflcient regard for the demands 
of capital formation. In three respects the normal course of a 
trade cycle does not .support the under-eonsuinption theories : 
(i) “ crisis ” docs not appear in the first place in the consumption 
trades, as on these theories it should ; (ii) tlie rise in the rate of 
interest in the upward movement indicates a too small capital 
formation ; (iii) the course of wages show's that a crisis supervenes 
despite increased purchasing power. It is argued that the appeal 
to American experience docs not support the thesis. Further, so 
far as concerns the export tnides, the undcr-eonsiimplion argument 
is inapplicable. Another line of argument is that increased w'ages 
may be beneficial in acting as a stimulus to rationalisation, and 
the writer considers this contention under various aspects, but 
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argues that if the impulse to rationalisation comes solely from 
higher wages, it will be disadvantageous to the worker, unless care 
is taken to provide for adequate capital formation, since otherwise 
the unemployment inevitable to rationalisation will tend to bo 
permanent. In conclusion, a consideration of the sources of 
capital accumulation and their adequacy. Het ReparaiievraagfAuh. 
NaschrifL P. H. Kefelius. A postscript to a recent article on 
the Reparation question, summarising the situation up to date. 

January, 1931. Dc utigifie van de Zuiderzeegronden. H. W. C. 
Bordkwijk. a detailed discussion of the report of the Com- 
mission appointed to advise with regard to the disposal, adminis- 
tration and colonisation of the province resulting from the drainage 
of the Zuider Zee. Het kuUuurelement in de Staatsexpansie, G. 
Gonggrijp. a consideration of the place assigneid to the State 
in the national and international sphere, in the form of a criticism of 
a recent address by Professor van Embden. Internationally 
there has been a revival of mercantilist views. Colonial expansion 
is ordimirilj^ advocated on the grounds of (i) providing an outlet 
for surplus poimlation; (ii) creating a market for wares; (iii) 
supplying raw materials ; (iv) presenting openings for investment 
of capital. 1'hc writer argues for the influence of different culture 
levels as a c«ausc of expansion. Nations cannot live together in 
peace, nor can there be a smoothly functioning world-economy, if 
( here are too great and abrupt differences in culture levels. Where 
such a situation exists, an expansionist policy may be the conrlition 
of a world-economy. Beschenning en actieve handehpnlifiel\ .f. 
OoKTWJJN Botjes. a further contribution to the Free Trade and 
Protectionist controversy, with a reply by Mr. Posthuma. 

February, 1931. EenUje gegevem omtrerH de onlivikkelimj van de 
indaslriceh slruciuur in de Vereenigde Staten van Noord-Aincrika. 
P. Likitixck. America is usually ac(;cpted as the “ ('ountry of 
Big Businc'ss,” but the term “ industrial concentration ** is suscep- 
tible of different interpretations. A <lc*tailcd analysis of th<^ siz(j 
of American businesses in recent years, according to nmulx'r of 
employees, output, ])owcr, etc. Psychisch inkornm vn PsydnHrh 
vermogen, I, J. van drr Wijk. A discussion on mathematical 
lines of the distribution of income, supplementing Pareto. 
Bescherming en actieve hnndelspoUtiek, »J. Oortwf.tn Bot.iks. 
(^mtinuation of discussion of tariff policy. A further postscript 
by iMr. Po.sthuma. 

MAR(;rr, 1931. Tht aanimmugs process va den conjunclmiroinslag, 
W. L. Valk. 'j’luj writer discusses, not the causes of the tracle 
cycle, but the methods whereby, in a given condition of mdaise, 
a way out can be found. Tho various factors which impede or 
promote an adjustment arc considered. Tho trouble arises from 
the fact tliat on the one siflc there are excessive supplies of goods, 
and on the other supplies of money not brought into cireiilaiion. 
Hence a vicious circle in which each one, sinxious to minimise his 
own losses, restricts his activity and thus increases the losses of 
all. Various possible influences are considered : (i) the possibility 
of affecting an arljustment by a general (and legally enforced) 
lowering of prices parallel with the diminution of money available ; 
(ii) Limitation of production ; (iii) Changes in tho prices of the 
factors of production and their later consequences; and in 
particular the suggestion of increased wages in order to increase 
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chasing power : “ In times such as these it may be said that the 
worst enemies of the workmen are to bo found among a section 
of their friends, who, shortsighted as they are, preach a raising of 
the level of wages, whereas a lowering of them, paradoxical as it 
may sound, is a first condition of the well-being of the working 
classes in a time of malaise.” Eenige gegevens omtrent de ont^ 
wikkelitig van de induslrieele siructuuT in de Vereenigde Staten van 
Noord-Amerika na 1900, II. P. Lieftinck. A continuation of 
the discussion of the development of American industry. Each 
branch of industry goes though three (and sometimes four) 
stages : (i) the pioneer stage ; (ii) the stage of expansion ; (iii) the 
stage of consolidation and the search for equilibrium ; and (in 
certain cases) (iv) the stage of dissolution and decay. The 
characteristics of each of these stages are discussed, and illustrated 
by reference to a number of specific industries. Psychisch 
inkomen en Psychisch vermogen, II. J. van deb Wijk, A con- 
tinuation of the mathematical discussion of income in the previous 
issue. 


Ekonomiak Tidakrift (Upsala). 

1929, No. 4. Sparandeta plats i en recdinkwmtberdkning (Accounting 
for savings in a calculation of real income). Gunnar Myrual. 
The problem concerns the logical correlation between the terms 
monetary income, cost of living and real income. In the calcula- 
tion of real wages it is assumed that the individuals consume their 
entire income, whereas in reality a certain proportion of their 
wages is usual ly put aside as savings . This brings into play a time- 
factor, which should be duly taken into account in the calculations. 
In order that the budget that servos as a basis for calculating the 
cost of living may correspond to the monetary income, it must 
include the amount of savings or the capital consumed, as the 
case may be. The inverted value of the interest factor becomes 
the price of these budget items. The author then proceeds to 
discuss in detail the theoretical and practical difficulties involved 
in making calculations of this kind. Penningpolitikens normer 
(Principles of monetary policy). Johan Akerman. The inflation 
that marked tlic War period gave rise to a revaluation of the 
business cycles theories; those upholding the influence of 
monetary conjunctures won general acceptance, and attention w’as 
mainly concentrated on the fluctuations of the price level. 
When, however, the constancy of the price level is taken to imply 
the absence of inflation, the fact is overlooked that rationalisation 
renders an inflation possible without any rise in tlie price level. 
The same effect is produced by the ncAV selling policy and by the 
fact that the difference between selling price and actual cost price 
is independent of the height of the ])rice level. Speculation, with 
the resultant increase in credit, implies a latent inflation and can- 
not be isolated from the other spheres of economic life. Of the 
three principles of monetary policy discussed here, viz. the 
stabilisation of (1) the exchange rates, (2) the price level, and (3) 
the increase of production, the last-mentioned is the most com- 
prehensive. It practically coincides with the criterion su^ested 
by Mr. Lindahl, namely, regulating the price level in inverse 
ratio to the country’s productivity. Retroapektiva aynpunkter pd 
No. 162. — ^VOL. XU. * 
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jordhrukshriaen (Retrospective views on the agricultural crisis). 
David Davidson. The present agricultural crisis is compared 
with that which prevailed in the ’eighties as a result of the increase 
in cultivation in oversea countries and the cheapening of transport. 
The crisis of those days was more easily overcome than the present 
crisis is likely to be. In Denmark it was combated by adopting a 
policy of animal production, and in Sweden by emigration and the 
abolition of certain taxes. 

No. 5. N&gra forsh^ r6rande herdkningar irum den officieUa atatistiken 
(Some suggestions on methods of calculation in compiling official 
statistics). F. J. Linders. The author emphasises the import- 
ance of quoting not only averages in official statistics but also 
simple figures showing the degree of dispersion, non-symmetrical 
gauges and mean errors. In a calculation of relative figures the 
final decimal indicated should bo of the same magnitude as the 
mean error. SparhankprobUmeta kdmpunkt (The gist of the 
savings bank problem). David Davidson. In this article the 
author supplements his report submitted to the Treasury in 
November 1929 on the result of his investigations into the interest 
policy of the savings institutions. There is keen competition for 
the savings of the public existing between the savings banks 
proper, the Post Office savings banks and the commercial banks, 
as well as the latest competitor, the co-operative movement. A 
Swedish private savings bank generally gives its depositors a 
** pure ” rate of interest, t.e. one that is reduced to cover difference 
in risk, which in each case is placed at such a hciglit that in the 
given case it could not be higher. The possibility of competit ion 
by means of raising the rate of interest on deposits without 
unfavourably affecting the bank’s solvency is thus out of the 
question. The commercial banks and the Post Office savings 
bank, on the other hand,^arc capable to a limited extent of com- 
peting along these lines. The risk attaching to funds being 
deposited in the savings banks necessarily devolves upon the 
depositors, and this fact very largely accounts for the inability 
of the savings banks to raise their pure deposit rate. 

No. 6. Problemet om akogaJagaiiflningen for lappmarkerna (The problem 
of forestry Iegi;dation governing the Lapp districts). David 
Davidson. The author gives an account of certain phases in the 
development of Swedish forestry legislation from the date of its 
initial appearance in the 1 SCO’s. PrisbUdningem uppgift (The 
function of price-regulation). G. Sh-iVERStolpe. 

1930, No. 1. Ur den nyaate konjunkturforakningen (From the latest 
business cycles researches). Curt Rohtlieb. Attempts to 
explain the riddle of economic crises show a profound hick of 
agreement. The author gives a detailed account of the theories 
of Wicksell and Mises. The latter’s making the variability of tlie 
quantity of means of circulation the gist of the theory of business 
cycles is commented upon as considerably simplifying the problem. 
The author then considers the theories of more recent students of 
conjunctural phenomena : Robertson, Hayck, Hansen, Altschul, 
and others, and feels justified in asserting that conjunctural ” 
research has now reached a turning-point, seeing that we must 
abandon the mechanical view of economic conjuncture as a law- 
bound undulatory movement and rather study the conformity of 
exchange mechanism to natural laws as one separate subject, and 
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the temporary causes that bring about disturbances of the balance 
as another separate subject. Rani epolitiken (Interest policy). 
David Davidson. The author emphasises the dangers involved 
in attempts to overcome a depression by lowering the discount 
rate, viz. the difficulty of stopping an inflation that has already 
set in, and the harm done by encouraging speculation on the Stock 
Exchange. 

No. 2. Individens fruktsamhet and sldktets forokning (The fertility of 
the individual and the propagation of the race). S. D. Wicksell. 
The author shows that the word fertility is employed in different 
senses. Actual fertility is only a fraction of what is physiologically 
possible. “ Maternity ” is defined as that proportion of women 
at each particular age who have produced children within the year. 
The total fertility is often expressed as the number of children per 
family, which is quite a different thing. The author first deals 
with the less complex problem of determining the total fertility 
required in order to preserve the race. The connections with the 
increase or decrease of the population are more complicated. 
KuczymkVs index figure of reproduction is criticised in view of the 
fact that it cannot tell us how rapid the increase or decrease in the 
population is. But even if he were able to remedy this deficiency 
there still remains something illogical in the practical application 
of his theory in tliat he assumes a constant maternity, l^ie author 
supports his arguments by mathematical devices. Till dti tyska 
skadestdndsproblemet (Contribution to the problem of German 
Reparations) . Bertil Ohlin . In this art icle the author criticises 
a document entitled “ Till det tyska skadestandsproblcmet ** 
publisJied by Professor Brock. The author defends his so-called 
Purchasing Povrer Transfer theory. Rdnteldget och annat (On the 
interest situation and other subjects). David Davidson. The 
over-production of raw materials has caused a fall in their real 
value. This has brought about a fall in the prices of other com- 
modities, which can go on and have disastrous consequences 
through purchasers’ “ striking.” In all probability the lowering 
of interest rates is not the right remedy. 

No. 3. Foruiborsspekulation och pcnningpdlitik (Stock Exchange 
speculation and monetary policy). EmK Lindahl. An increased 
turnover on the Stock Exchange does not as a rule in itself increase 
the need for saving. On the other band, this may happen as a 
result of the profits on speculation giving rise to an increased 
consumption and the enhanced values of shares causing an increase 
in the production of real capital. With regard to the principles 
to bo applied in monetary policy, it is pointed out, inter alia, in 
view of developments in the U.S.A., that a regulation of the price 
level in inverse ratio to the productivity instead of the actual 
constant price level would probably have checked over-speculation 
within certain spheres of production. Del monetdra guldproblemet. 
(Tlic monetary gold problem). David Davidson. Under refer- 
ence to the Federal Reserve Bulletin for June 1930 the author 
considers that the prevailing depression is not due to a scarcity 
of gold, but is a consequence of the fall in commodity prices, 
particularly that of raw materials. The maintenance of a con^ant 
price level when productivity is increasing gives rise to artifiwal 
conditions. Among other things, it leads to gold actually be- 
coming cheaper, and thus the supply of monetary gold diminishes, 
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while, on the other hand, the need for monetary gold increases. 
It is essential that the countries that are on a gold basis should 
co-operatc to bring about a redistribution of gold, otherwise various 
undesirable consequences will arise, which the author exemplifies. 
Ar Prof. Ohlins “ kdpkraftsoverforingsteori ” innehdllalos ? (Is 
Prof. Ohlin’s purchasing power transfer theory ” meaningless ?) 
Fritz H;som Brock. The author’s criticism aims at showing that 
a prearranged volume of credit abroad is not absolutely essential 
for securing the necessaiy export surplus. 

No. 4. Ar grdnsnyttddran onddig? (Is the doctrine of marginal 
utility unnecessary ?). Fritz H:som Brock. This article consists 
of a notice of, and in part a criticism of. Prof. Myrdal’s recently 
published work, Vetenskap och politik i nationalekonomien (Science 
and Politics in Economics). The reviewer objects in particular to 
Myrdal’s criticism of the doctrine of marginal utility, which the 
latter asserts to be untenable. Brock, on the other hand, declares 
that “ the economic man ” exactly represents the statistical average 
of all individuals, being as he is no longer exposed to those con- 
tingencies that necessitate the adoption of profound psychological 
methods. En fdrsdkringsfraga (An insurance question). Gustav 
Cassel. The article is an expression of opinion concerning a law- 
suit between a policy- liolder and an insurance company, the ques- 
tion being the valuation of a claim in Reichsmark, which fell due 
in 1927 and was based on an insurance policy taken out in 1917. 
Cassel holds that since 1923 Germany has possessed an entirely 
new currency, and according to the standard of revaluation laid 
down in the German Currency Law, the policy-holder’s claim is 
worthless. begreppet ekonomisk jdmvikt (On the term economic 

equilibrium). ErtiK Lundberg. With regard to the equilibrium 
between the demand for and the supply of one commodity, tlie 
static alternative method is incapable of showing that a state of 
equilibrium is reached in the event, for instance, of a shifting of the 
curve of demand. It is equally probable that oscillations arise 
that may just as well increase as diminish. The same difliculty 
arises — though it is far more complicated — in regard to the general 
equilibrium . Here the author discusses in particu lar th c neglecte* I 
problem as to how capital and interest on capital are to be incor- 
porated in the simultaneous equation systems that express flie 
general state of equilibrium. The author shows that the system’s 
adjustment of the time factor and, in connection therewith, the 
interest, cannot be determined alternatively in an equational 
system. Finally, he criticises certain uses of the equilibrium 
theory propounded by J. B. Clark, Marshall, ISchurnpeter, Myrdal 
and Lindahl. 


Oiornale degli Economisti. 

December, 1930. Vicende moneturie in Bulgaria. G. Bruouier. 
The present financial position of Bulgarin can be compared in some 
respects with that of Australia : like the latter, she is an agricul- 
tural country, hit by the heavy fall in the prices of raw products. 
The existing difficulties of the national finances and of the Bank of 
Bulgaria are the outcome of this economic crisis and camiot be 
eliminated merely by banking or currency reforms. The solution 
^ must be looked for in the intensification and rationalisation of 
agriculture and in the development of industry so as to increase 
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exports and diminish imports. Osservazion^ intomo alia misura 
etatistica ddV utility finale. L. Rossi. Some observations on 
Irving Fisher’s statistical method for measuring marginal utility 
and on a recent contribution by Ragnar Prish to the mathematical 
presentation of economic theory. 

January, 1931. Le dottrine sui tras/erimenti e il prohlema delle ripara- 
zioni gemtaniche. J. G. Kretschmann. A summary of different 
theories held as to the bearing of the transfer problem on the pay- 
ment of reparations. Tlie writer concludes that the practical 
difficulties in the way of the supply of capital to Germany at 
reasonable rates, and of the reduction of her wage costs, and of 
the lowering of tariff barriers in other countries, arc so great as to 
render very doubtful the future maintenance of the Young annui- 
ties. Equazione differenziale della domanda e teoria tnatematica 
delle crisi economiche. L. Amoroso. 11 Comiglio nazionale delle 
corporazione e edeune istituzioni affini di altri Stati. Dr. Bassani 
surveys the attempts of other European States to create Economic 
Councils or similar bodies to advise the Governments on questions 
of economic policy, and concludes that both in structure and 
practical working they arc less effective and less well adapted 
to modern conditions than the Italian National Council of Cor- 
porations. Del principio “ produttivistico ” nei sistemi di im- 
posizione personale del reddito. E. D’Albergo. It is argued that 
the “ productivity ” principle of taxation leads logically to the 
exemption of saved income from income tax, which should be con- 
fined to income actually spent. 

La Riforma Sociale. 

January-February, 1931. I. “ Gold Standards ” del 1914 e (hi 1931 
nelV inchiesta della Lcga delle Nazioni. Professor Cabi.\ti sees 
in the varying rates adopted by different countries for the stabilisa- 
tion of their currencies in terras of gold, and in the new type of gold 
standard in operation since the war, the chief causes of the de- 
flationist crisis in proce.««s since 1929. Sugli effetti della ese7izione 
dalV imporia sui fahhricali per le cxise di iviova costruzione. R. 
Fubint. a brief discussion of the probable economic effects of the 
exemption from a general tax on buildings, of all new construction. 
Rifiessioni in disordine sulle crisi. L. Epnaudi. Some 'wise and 
witty reflections on crises in general and the present industrial de- 
pression in particular. L'imposta sui valor locativo nelle proposte 
della Commissieme di studio per la riforma delle fi?ianze locali e nelle 
discussioni j^arlamentari. F. A. Refoci. Le societd anonime 
a catena. L. E. and E. Geretti. A critical account of the organisa- 
tion and financial methods of a number of large Italian holding 
companies. 
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STATISTICAL STUDIES RELATING TO THE PRESENT 
. ECONOMIC POSITION OF GREAT BRITAIN 

The following studies attempt to clear ux) some of the more 
interesting and perhaps more neglected points concerning the 
current economic position. The breadth of the subject neces- 
sitates that the statistics given should be highly selective from 
the large but unsorted mass of available data. They are pre- 
sented in the form of a chain of studies. It is to bo hoped that 
enough of a connecting thread may bo found running through 
them to give coherence to tlic whole, but not enough to suggest 
that the facts are being forced into the mould of any biased 
formulation. So far as is possible in this kind of work, an attempt 
is made to secure objective views of the more important aspects 
of the current situation. But, at the same time, these studies 
attempt to be both comprehensive and concise. Therefore no 
attempt is made to recapitulate large masses of established fact ; 
and the ptaradoxical air of much that is given below is not 
deliberate, but arises from the concentration upon new work as 
against statistical work that is already well known. 

1. The Export Trade 

The most startling feature about the present economic position 
of Great Britain has been the immense loss of exports during 
the past eighteen months. Exports during the last few months 
have only been at the level of 55 per cent, of the average rate 
of exx)ortation during the year 1929. During the slump of 
1920-21, following upon a period of unprecedented disorganisation 
of values such as had certainly not occurred in 1929, exports 
fell in 1921 to 53 x^cr cent, of their 1920 money value, and rose 
slightly in value in 1922. The figures relating to volume of 
cxx)orts are given in Table I. 

It apx^ears that during these last few months, with the money 
value of exports well below the 1913 level, there is some sign of 
slowing down in the rate of fall, but it is very probable that 
British exports have not yet reached their minimum. 
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Table I 


Volume and Vahie of British Exports. 



1913. 

1924. 

1928. 

1929. 

1930. 

1931. 


Jan.- 

Junc. 

July- 

Dee. 

If 

April- 

May. 

Volume (1921 = 

100) 

120 ca. 

100 

104*6 

108*3 

93*7 

83*9 

69*2 


Value £m. per annum 
(annual rate) 

525 

801 

724 

729 

GIO 

532 

414 

398 

Value Jmlex 
(1924= 100) 

C5-5 

100 

90*4 

91*0 

76*1 

66*3 

51*6 

49*6 


This nnprcccdcntccl loss of exports is attributed to various 
factors. It is attributed to the general impoverishment of the 
rest of the world following upon the slump. It is attributed to 
the particular impoverishment of many countries which are our 
best customers, owing to the specially heavy fall in the selling 
values of certain primary commodities. Alternatively, it is 
attributed to costs and selling ])rices in liritish exporting indus- 
tries being too high in relation to the prices of competing indus- 
trial countries. It is important to attempt to analyse these 

separately. 

Table II 

Gold Value of Exports of Manufacturiutj Countries. 

(£ iiiillioi) per Biuiuiii.) 

j I 

1929. i , . ! 

I l.xt ! 211.1 I :ir.l i -I til I l.st. 

I yr. ; l»r. I tjr. ! Or. : Or. 


Brilain 

525 

773 

653 

7»9 

■■ 72-1 

729 

6.56 

56 1 

544 

516 

413 

U.S.A. (m.mufactuml 
exports only) 

211 


536 

552 

612 

r,7i) 

592 


111 

3S9 

359 

Geririuijy . 

49:1 

•130 

479 

riu4> 

564 

620 

513 

517 

5iO 

53.3 

•156 

Frarire 

273 

459 

397 

44. ’1 

113 

•|U3 

377 

352 

322 

32S 

2i() 

All fJountnVH rncliiJoil 

2,062 

2,99U 

2 : 1-9 

2,.s52 

3,IJ6.I 

5.208 1 3.350 

2,930 

’ 

2,.»H7 

2,187 

2, 1171 

JlritaiM'fl Share of 
aljoire (pcrccntoffi^) . 

25-1 

22-9 1 

23-2 

1 

22-6 1 

21-S 

.... 

20- .'i 

21-0 

20 S 

10-9 

All CoimtrieB, exclud- 


1 

j. 

1 

i 


1 

1 ’'i 

[ 



ing (Icrmuny and 
IJ..S.A. . 


1 

1 1 

1,S37 j 

2,013 

2,028 : 

2.060 1 1.795 

1 

i 1,641 

1,60.1 

1,563 

1 

' 1,256 

Britain'a Sharo of 
above (perceutage) . 

39C 

! 37-8 1 

( 

35-6 I 

35-2 ! 
1 

1 

,w-7 ; 

1 

35-4 

36-C 

1 

31-4 1 

.33-9 

33-0 

32-9 


Table II compares the exports of this country with those of 
competing industrial countries. For most countries the figures 
of exports classified by commodities are generally not recorded 
until a long period after that period to which they relate. As 
the exports of most of the countries concrerned consist pre- 
dominantly of manufactures, their whole ex])orts are included in 


I 1‘J13. ! 1925. : 192t;. ; 1U27. 







1931] 


STATISTICAL STUDIES ON GREAT BRITAIN 


346 


the table, with the exception of those of the United States, which 
has a big export trade in food and raw materials, where the 
manufactured exports alone are in(dudcd. 


cf C^u,htr<*C£ 



The figures for separate countries are plotted on Diagram 1 
(reduced wiicre neccssiiry to gold values); the countries included 
Jire the U.S.A., Great Britain, Germany, France, Belgiiiin, Japan, 
Italy, Switzerland, Sweden, Austria and Czeeho-Slovakia (Austria- 
Hungary ill the 1913 figure). 
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It will be seen that the export trade of manufacturing countries 
as a whole has been very severely hit, the money value in the 
first quarter of 1931 standing at only 62 per cent, of the 1929 
level. The British cjcport trade has been relatively worse hit, 
having fallen in greater proportion. The greatest gainer during the 
past two years is seen to have been Germany, the money value 
of whose exports fell very little all through 1930. The rapid 
rise of German exports during 1925-29 must, however, largely be 
attributed to a recovery from the disorganisation caused by 
the inflation; it will bo seen that in 1925, at a time of fairly high 
Avorld prices, the money value of German exports was below 
pre-war level. (Loss of territory Avas a smaller contributory 
factor.) 

Bight through from 1913 to 1929 the manufactured exports 
of the U.S.A. show an extraordinarily strong upward trend. 
From 1925 to 1929 the money Vtaluc of British cxi)orts showed a 
downward trend, a small rise in quantity being more than counter- 
balanced by the fall in the general price-level. The quantity of 
American exports was clearly rising very rapidly. But in coni- 
imring 1929 with the first quarter of 1931 it will be seen that 
American exports fell even more heavily over this i3criod than 
British. 

The share obtained by Britain of the money value of tlio 
exports of all principal industrial countries may be taken as a 
moderately good measure of our competitive position. It is 
interesting to notice that in 1925 we enjoyed a slightly higluu’ 
share than in 1913 of a world trade which in quantity was some- 
what diminished. It can be seen how largely this was duo to the 
disorganisation of the Gorman industry. The steady worsening 
of our comxietitivc i)osition since that date, as shown by the 
figures of our share of world trade, lias boon largely due to the 
recovery of Germany and the rapid rise of the U.S.A. It is 
interesting to exclude Germany and the U.S.A. from tlie totals 
so as to show Britain’s competitive position vifi-d-vifi the smaller 
industrial countries. The deterioration of our sliare of this 
latter trade, though not so serious as in the previous figure, is 
nevertheless quite undoubted. 

It may be objected that part at any rate of our loss of exports 
during the last eighteen months has been due not entirely to 
our prices being higher than those of coinp(ding industrial coun- 
tries, but is also due to the fact that our industries are spccialiscid 
to work for certain markets, such as the Indian and Australian, 
which have liceu particularly scver(‘ly hit by the slump in raw 
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materials (but in which markets also, it is only fair to add, wo 
enjoy tariff preferences). Table III contains figures relating to 
our loss of exports in different markets. It is interesting to 
notice the range from a loss of 60 per cent, of our exports in the 
Indian, Australasian, and Japanese markets to a loss of 18 per cent, 
only in the Scandinavian and Dutch markets, and an actual 
increase in exports to Russia. But it is fair to say that in 
countries in which the slump has been most severe the falling 
off in imports from Britain appears to have been greatest — 
Australasia, U.S.A., l^ritish India and East Indies — and cer- 
tainly tlicse countries were our most important customers in 
1928-20. 

Table III 

Vfdue of Ih'illsh PJxports to Vanoii,s Desfi nations. 



Value of 
Exports Ist 
Qr. of Year. 
Average 1028 
and 1929 
(£M.). 

Value of 
ExiDorts Ist 
Qr. of 1931 
(fM.). 

Percentage 

Pall. 

FniiK’o and Uoli^iiiiii 

11-72 

8- SO 

24 

(Sonnuny aiul Poland . 

11 09 

5-12 

54 

Scuiidinnviu and Ilulland 

11-92 

9-71 

18 

Italy ..... 

3*91 

2-41 

38 

Russia .... 

l-sr» 

2-05 

-hio 

Rest of Kiiropc . 

12-4S 

7-89 

37 

iSouth Africa 

8-05 

6ol 

26 

Kfrypt and North Africa 

4-74 

2-76 

42 

Tropical Africa . 

0-77 

3-90 

42 

Britisli India 

22-69 

9-31 

59 

Kast Indies, Ceylon, Siuiii 

8-95 

3-90 

56 

China .... 

5-08 

3-82 

25 

Japan . . . . 1 

3-34 

1-31 

61 

Rest of Asia 

2-61 

1-55 

41 

U.S.A 

11-06 

4-49 

69 

Canada .... 

8-41 

4-34 

-IS 

Argentine, Chile, Peru, etc. . 
Tropical America 

11-08 

6-75 

39 

8-63 

4-43 

49 

Australasia 

17-83 

7-09 

60 

All Countries (excluding Jiv- i 
land) . . . . 1 

1 172-7 

9G-2 

44 


2. Employment tn Exports 

It now becomes of interest to ask how much of the increase in 
unemployment during the last eighteen months is accounted for by 
this loss of exports. The value of the final product of industry 
in 1924, free from duplication and Excise charges, is estimated 
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(excluding building and contracting work) at £2,420,000,000. Of 
this total £757,000,000 represented the value at works of goods 
for export. The average number of insured ])ersons at \vork in 
manufacture and mining in 1924 was 6,005,000. From a crude 
comparison of values it appears, therefore, that about 1,880,000 
insured workers were engaged in producing for export in 1924, 
together with a further number who were employed in the 
transportation and distribution industries as well as in 
manufacture. 

By means of the Index of Production we can estimate the 
whole output of industry in 1929 valued at 1924 [)riccs; and the 
number of insured workers engaged in manufacture and mining 
can also bo calculated. From these data it appears that the 
number of insured workers engaged in working for export, calcu- 
lated by the al)ovc method, fell in 1929 to 1,850,000. 

There are two main objections to this method of calculation. 
Certain of the export trades, such as textiles, arc engaged in the 
production of finished goods having a particularly Iiigh content 
of imported raw materials. £1,000,000 worth of textile exports 
by this token would give employment to fewer workoi*s than tlic 
production of £1,000,900 worth of motor cars for the hoim*. market. 
But again it is not safe to assume that the money value of the 
year’s output per worker in the export trades is at all the same 
as the value of the output per w’orkcr in general indust ry ; or that 
changes have been at all similar over the period 1924 -29. 

These two objections are partly obviated by the calculation 
shown in Table IV. 


Table IV 

Employment in Exports 1924 and 1929. 


! 

Gross Output 
1924 Free of 
lluplicatiou 

Exports 1924 
Value at 

Works or 

Mine (£M.). 

'5 d 

C/ C 

-II. 

•ISu?: 


a 

d 4 S 

S "3 

SJsSi 

a 

No. of Insured 
Workers in 

Emplovment 
1929 (100). 

m 

i&s 

^•3 C 

iL” 

Textiles 

447 

2Sl 

1,100 

632 

1 433 

! 252 

001 

577 

Coal 

250 1 

as 

1,003 

206 

246 

1 06 

829 1 

222 

All other Industries 

1.723 

408 

3,006 

026 

2,027 

503 

4.285 

1,003 

Total . 

j a, 420 

757 

0,005 j 

1,S54 

2,700 

1 

6,105 

1,802 


The objection regarding the high content of imported raw 
materials carries most force with rcganl to textiles. Coal is the 
principal exporting industry in which the average value of output 
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per worker is much below the general average. In this table the 
calculations for textiles, coal, and all other industries are therefore 
made separately. There is evidence to show that any further 
refinement of this method would not alter the result very 
materially. 

From data showing the relation of quantity of exports to the 
total quantity of production, it is possible to calculate how much 
of the employment in railway and road transportation and 
wholesale distribution may bo attributed to the export trades. 
In view of the importations of raw material involved, more tlian 
one-half of the employment in docks and shipping may bo 
attributed to exports. The totsd employment in transport and 
distribution attributaljle to the export trades is estimated at 

320.000 for 1924. In view of the rise in the quantity of exports 
during the ensuing years, this figure may perhaps l)e put at 

340.000 for 1929. The total number of insured workers (includ- 
ing uninsured railwaymcn) employed in the export trades may 
therefore be taken at 2,175,000 in 1924 and 2,200,000 in 1929. 

The fall in the quantity of our exports between 1929 and the 
first quarter of 1931 may therefore be considered to have reduced 
the numbers employed in exports, ineliuling transport and dis- 
tribution, to 1,400,000, a loss of cmjdoymcnt of 800,000. Making 
use of the figures shown in Table II, it appears that if we had 
retained our pre-war sliart^ of the world’s trade in manufactured 
goods -'-a share which wo still retained as recently as 1925, owing 
to the disorganisation of German and other European industries — 
it is safe to say that the quantity of exports in 1929 would have 
been larger by 16 J per cent, than was actually the case, and 

360.000 additional workers would have been in employment. 
The further deterioration of our share of the world’s trade since 
1929 may be considered to account for some 150,000 of 
unemployment at the present day. 

It may be held, therefore, that if our ])osition as an exporting 
country had not been deteriorating, unemployment in 1929 would 
have averaged about 900,000, as against 1,250,000. The lowest 
figure to which unemployment can be expected to fall in times of 
active trade is variously suggested as between 2 and 4 per cent, 
of the insured population, or anything between 250,000 and 

500.000 for recent years. It is thus to bo seen that there was a 
considerable residue of unemployment in 1929 not attributable 
to the deterioration of our competitive position in world 
markets. 
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3. Imports of Manufactured Goods 

Quite different conclusions are derived from a study of the 
imports of manufactures into this country. The crude figures of 
imported manufactures are somewhat misleading, as they include 
considerable quantities of such commodities as petrol ; or, more 
generally, the kind of manufactures imported into this country 
consist largely of semi-finished goods at an early stage of manu- 
facture, a largo proportion of whose value, in fact, consists of raw 
materials which would have to be imported in any case. In 
order to allow for this, the figures have been examined in detail, 
and an estimate has been made for each class of imported manu- 
factures of the content of raw materials which could not in any 
case have been produced in this country. A similar estimate is 
made with regard to the whole output of British industry (manu- 
facture and mining), including the values created by transport 
and distribution of raw materials. The figures in Table V give 
an estimate of the whole production of industrial goods, less their 
content of raw materials, together with figures of imports of 
manufactured goods less their content of raw materials not 
producible in this country. 


Table V 


Imports and Total Production of Manufactures {excluding raw 
material content), 

(£ million.) 



1913. 

1021. 

j iy2r). 

1927. 

1928. 

1929. 

1030. 

Production 

fi45 

1,1)90 

1,430 

l,57r) 


1,045 

1,425 

Imports 

131 

202 

S22 

230 

225 

234 

1 

214 

1 

Ratio per cent. 

i!0-2 ! ll-« 

isr. 

I u-oj 

14-2 

14-2 j 

150 


The money value of production is roughly estimated on the 
basis of Census of Production figures for 11)07 and 1924, together 
with the Index of l^roduction for otiicr j'cars, using the average 
values of exported manufactures. The content of primary raw 
materials contained in imported manufactures is estimated 
separately for the classes (1) textiles, (2) non-ferrous metals, 
(3) petroleum jjroducts, and (4) all other goods. The first three 
classes comprise a very large share of the whole imports for 
manufactures. The proportion of raw materials in the value 
of final produets was known for Great Britain from the figures 
of the Census of Production. The aj)propriatc proportion was 
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applied, therefore, to the value of manufactured imports in each 
class. 

Although the ratio of imports to home production of manu- 
factured goods has risen considerably during recent years, yet 
when deduction is made of the raw material content the proportion 
has not yet risen to the 1913 level. A considerable amount of the 
rise in the recorded value of imi)orted manufactured goods during 
recent years has been due to increasing imx)ortations of petrol 
and non-ferrous metals, both of wliich arc classed as manufactured 
goods, althougli their value mainly consists in their raw material 
content. Even when the crude figures are used {i,e. before the 
figures of imported manufactures and estimated total production 
are reduced by tho amount of their raw material content), it will 
bo found that tho proportion of manufactured im])orts to total 
production stood at 19*8 per cent, in 1930 as against 25-4 per 
cent, in 1913. 

These figures sliow otlier tendencies than the figures of exports. 
Although wc appear to be losing our competitive position in the 
export trades, wo appear to be on the u hole retaining our com- 
petitive x)ositiou in the industries Avorking for the home market. 
They obtain about the same share of the whole internal market as 
they obtained in 1013 without the aid of a i)rotectivo tariff, 
except in the case of tlic motor industry. If, for the sake of 
argument, wc assume that without the MeKciuia tariff two-thirds 
of tho motor cars at present produced in this country would be 
imported (probably an extravagant assumption), the ratio for 
1930 Avould rise from 19-S per cent, to about 23 per cent. 

It is tho high ratio of imported manufactures to internal 
production in 1913 which comes as a considerable surprise. It 
may be that some of the improvement in the share of tho home 
market obtained by the British producer in post-war years is 
accounted for by tho diminishing relative importance of the staple 
industries, which are especially subject to international com- 
petition. One is led to conclude that this countr}% which in 
1913, at any rate, Avas in a strong comjietitive position as regards 
export trade, found it on the Avhole advantageous to be par- 
ticipant in a considerable degree of specialisation as betAveeii 
different industrial countries. 

If all the manufactured gocxls Avliich Avere imported during 
1929 had been completely made in this country from the basic 
raw materials, there Avould have been a gain of employment 
(assuming, of course, tliat there Avere no i-epcrcussions on the 
export trades) of some 900,000. For 1930 tho figure is about 
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875,000. For 1924, during which year the imports of manu- 
factures were exceptionally low, the figure stood at about 560,000, 
but for 1913 it was probably about the same as the 1929 figure. 
The situation may be put this way : tliat in 1913 wo could not 
have produced all our manufactured imports in this country, 
even if we had wished to do so, because wo should have been 
faced with a shortage of labour. 

4. General Effects of Falling World Prices 

To return, however, to the subject of falling world prices and 
the slump of the export trades. I have attempted to analyse 
the separate effect of the two factors reducing British exports — 
the loss of competitive efficiency, and the impoverislirnent of 
customers producing primary i)roducts. This latter is illustrated 
by the figures showing a comiiarison of the Sauerbeck index of the 
price of unit quantity of food and raw materials and the money 
value of British exports. 


Table Yl 


i 

! 



1 l!t28. 

i 

j 1020. I 

io:{o. 

io;m. 

Isl. Qr. 

Money value of Brit- 

1 



1 01 

j 

1 

ish Exports 

ti.’i ! 

! ICO 

1 !M) 


! 71 

r)2 

Sauerbeck Index . , 

: 1 

! 

ioo 

1 SO 1 

s:j 

70 

02 


The money value of British exports is clearly related to the 
money value of agricultural and raw material prod lud ion as a 
whole, and the fall in the prices of primary products may be said 
to have a very direct bearing on our loss of exports. 

Nevertheless, I shouUl like for the moment to act as an 
aitus diaboU, and submit that there are certain advantages, 
perhaps comparatively small, which appear to have accrued to 
this country as a result of the recent juuiod of falling i)riccs. 
The first arises out of the fact that we are a creditor country. 

The relevant data arc shown in Table VI 1. The figures of 
interest receipts from overseas arc b^ised on the official esti- 
mates prepared at the time, as subsequently corrected. It 
appears that much of the income earned by this country as 
financial commissions and so forth is of much the same nature as 
interest and dividends on overseas securities, and for certain 
purposes should be included. It is certainly remarkable that this 
country, in spite of an estimated sacrifice of £1,000,000,000 of 
overseas securities during the war, should have been able to 
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restore its pre-war real income from overseas by 1928. It must 
also be noted that in spite of a considerable estimated loss both 
of interest and of other receipts in 1930, the real income from 
overseas owing to the fall of prices had been slightly increased. 


Table VII 

Rml ami Money Income from Overseas, 

(£ million.) 



1913. 1 

1 1920. 1 

1924. 1 

1928. 1 

1929 

1930. 

Ttitorcst lloceiptfl (£M.) 

210 

200 

220 

270 1 

270 

235 

CuinrnissiunH, etc. (£M.) 

35 

75 

75 

SO j 

[ 80 

70 

Total Monrry llcfoipls (£M.) 

245 

275 

295 

350 

1 350 

305 

Prices : Pood . 

100 

304 

109 

118 

143 

125 

Kuw Miit(;ri>iU 

100 

290 

100 

130 

131 

107 

General 

100 

295 

103 

141 

! 135 

1 

114 

Real Tueome at Pre-War 
Values (£M.) . 

245 

93 

ISl 

248 

1 

1 

j 259 

1 208 


A subtler method by which this country gains from a period 
of falling world prices comes from a change in our favour of the 
terms of trade. The ofUcial data are sliown in Table VIII. The 
ligure for export pric es has b(‘en scaltMl down slightly in view of 
the conclusions expn'ssed in the Jhilfour Jlcport ; wore it not for 
this correction, the figures would show an ajjparent movement of 

Table VIII 


Terms of Trade, 



Prieert of 
llritisli Exports 
(1913 100). 

Priees of 
llritish Imports 
(1913 100.) 

Ratio 

Exports : Imports. 

1924 

1S3 

155 

118 

1925 

ITS 

155 

115 

1920 

lOS 

142 

118 

1927 

158 

; 135 

117 

1928 

l.)S 

1 137 

, 115 

1929 

! 

1 133 

1 no. 

1930 

! 147 

i i 

I J17 

I 120 


the terms of trade even more strongly in our favour. But it is 
unwise to base an inductive conclusion on the experience of a few 
recent years, striking though it may be. An examination of 
figures back to 1 880 bears out the general conclusion that a jioriod 
of falling jirices turns the terms of trade in our favour. From 
Diagram II it can bo seen that, subject to cyclical fluctuations, 
wholesale prices showed a definite downward trend from the 
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^seventies to a definite trough in 1896; from that date to 1913 
the trend was steadily upwards. The first series showing the 
export prices : import prices ratio is that calculated by Silverman 
and published in the Revieiv of Economic Stntistics (1930). The 
second series was calculated by Mr. P. K. Debcnham (not 
published), who has kindly placed it at my disposal. 



These two series are calculated by very different methods, and 
their remarkable closeness enables one to state with confidence a 
broad conclusion — that, apart from certain complex movements 
connected with the trade cycle, the general trend of the terms of 
trade was moving strongly in our favour up to 1900, and was 
stationary or moving against us from 1900 to 1913. 
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By now it is probably well known that a period of falling 
prices may bo expected to bo a period of imi)roving real wages, 
a period of rising prices to lead to stationary or declining real 
wages. Recent years have been no excei)iion to this rule. The 
principal data are concisely summarised in Table TX. 


Table IX 

Wageji and Retail Prices, 1880-1930. 



Monny Wages. 

llotail Priees. 

Ileal Wages. 

18S0 

77 

104 

74 

J8<J5 

S3 

83 

100 

1914 

100 

100 

100 

1924 

193 

175 

110 

1929 

193 

104 

118 

1930 

192 

1 158 

121 


Whether, on balance, this forcing up of real wages is an 
advantage or a disadvantage to the coiiiilry is an exceedingly 
thorny question. So far as it renders production unprofitable 
and causes a certain ])ropc)rtion of the country’s resources to lie 
unused, it may be held to be a disadvantage. So far, however, 
as the maintenance of a high rate of real wages leads to the 
forcing up of the general level of industrial efficiency, and to a 
high quantity of output |)er worker out of which these wages may 
l)c paid, it may bo considered to be an advantage. The tables 
which follow will, I lliink, sliow that both of these factors have 
been pn'sent, and tlie weighing up of the gains and losses will 
bo a difficult task. The lirst problem to bo examined relates to 
changes in the i)hysical productivity of labour during recent 
years. 

5. PiivsiCAii PKonuiTiviTY^ Pek Head in Industiiv 

In U nemjdojiment, a Problem of Industry, Sir William Bever- 
idge, after discussing figuri's showing a considerable rise in real 
wages since 1913, makes the following statement : — 

“ From what source has this rise of wages come ? Has 
there, in spite of the probabilities to the contrary, been an 
increase in the productivity of labour commensurate with the 
cost of labour ? This point also is dealt with in Professor 
Bowlcy’s memorandum. While certainty is impossible, 
several arguments converge to the conclusions : first, that 
output per head was nearly the same in 1924 as in 1914 in 
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spite of the reduction of hours ; second, that the money cost 
per unit output of labour has risen between those years by 
substantially more than either cost of living or wholesale 
prices. In other words, the increased efficiency of production 
was probably sufficient up to 1924 to cover the reduction of 
hours but not the rise of wages as well. Since 1924 the 
process continued; up to 1929, compared witli 1924, output 
per head may have risen perhaps 4 per cent., but wholesale 
])rices have fallen 18 per cent, and cost of living has fallen 
6 per cent. Over the same i)eriod, 1924-29, money wages 
fell by less than 1 per cent. To-day tlie real cost of labour 
to the employer for each unit of output may be as much as 
one-sixth or more higher than before the war.” 

The authority for the statement that output i^cr head in 1929 
had risen pcrhai)s 4 per cent, as com 2 )arcd with 1924 is given in 
the following footnote : — 

Output 2 )er head at the end of 1928 was apparently 
no better than in 1924 (according to the London and ( Uimhridge 
Economic Service Bulletin, for April 1930. it was ‘ stationary 
or decreasing ’), that is to say, p(‘r week it was no better 
than in 1914. Ileal wages per wvvk, liowever, had risen 
17 per cent, reckoned on the cost of living (alike in 192S and 
1929), and something like 40 i)er cent, reckoned by wholesale* 
I)riccs. The contrast with American ex 2 )erience is glaring.*’ 

In reviewing this book in the Economic Journal of ^laroh 
1931, Mr. I). 11. llobertson comment.s on these liguivs, which 
form, in his words, “ the mo.st striking section of the book.” lie 
then states 

“ The jiresent reviewer would not have fjuestioned either 
the demonstration or the second inlerence had h(^ not. read 
in The LiHlener of January 14 a categorical statement by 
Mr. J. M. Keynes that our output 2 )er h(‘ad has j)robablv 
increased by 10 per cent, since 1924 and by 20 per (xmt. since 
just before the war -a conclu.sion in flat contradiction to 
tlioso results of Dr. Kowlcy’s on which Sir William is chielly 
relying. It is curious to recall that in a .similar di.sagrecment 
a few years ago, Mr. Keynes was the pessimist and Sir William 
Beveridge the optimist ; now the roles aj)p(*ar to be reversed. 
It is most urgently t(j be desired that so great a disagreement 
between such experts on a matter of such lirst-rate moment 
should be debated in full. Meanwhile Dr. Bowlcy’s estimates 
and Sir William’s inferences would seem to hold the licld.*' 
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As mentioned above, the views of Dr. Bowley and Sir William 
Beveridge are based on the London and Cambridge Economic Ser- 
vice Bulletin for April 1930. The issue for June 1930, however, 
contained some further estimates which were in contradiction to 
those of the earlier issue. The general conclusion was that “ the 
impression given by these figures is that the average output per 
head (in quantity and not in value) has increased 4 per cent, from 
1924 to 1 928 and 7 |)er cent, from 1928 to 1 929.” The contradictory 
nature of this stai('inent may have led some to consider that 
any precise knowledge on changes in output per head is impossible 
to obtain. 

As Mr. Robertson’s formulation puts it, the problem divides 
itself into two parts : the question of estimating output per head 
ill, say, 1924 as compared with pre-war, and the i)roblem of 
estimating changes in output per head since 1924. We may first 
attempt a comjiarison between 1924 and 1907 on the basis of the 
Census of Production. 

A study was made of all the entries in the 1907 and 1924 
(lensiis, wlu*re figures for quantity as well as for value were avail- 
able. On this basis a price' index w’as jirejiared w hich w'as applicable 
to the final prodiuft of Brit ish industry as a w hole. In two of the 
most (liflicull classt's, motor cars and eleiJtrical goods — difficult 
because tliiTe had been such a great increase in production and 
(diange in the nature of the goods— the figures of the (\msus of 
Production w'cre supplemented by estimates given in the publica- 
tions of tlie Society of Motor Manufacturers and the B.E.A.M.A. 
resjicctively. This final index survived well the usual tests which 
were applii'd to it. 

This is the origin of the index figure, 190, showm below^ in 
Table X. The index of cliangt's in pi*ii*es of primary materials can 
readily be c'stiinated. 'riio value of primary materials used and 
hence the final product , frtv of duplication, were obtained from 
Mr. Flux s Presidential Address to the Royal Statistical Society 
(Journal, Part 1, 1929). 

Table X 

Quant it If of Output at Pre-lH/r Vttlua^. 


Final Pnulvift of liuliislry 
free of clii])li(>ntinn . 
Primiiry Materials PurehaajHl 
Net Output 


Value 

Value 

Prieea i 

10J4 At 

1SK)7. 

IUJ4. 

laiM. 1 

1007 

(ni.) 

(ni.) 

i(1007 -- 100.) j 

Values. 

m:b) 

1 

1M7S 

; 100 i 

1,304 


j SIS 

i 175 

484 

07r> 

i,a:io 

! — 

820 
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The “ real net output ” of industry thus appears to have risen 
21 i per cent, between 1907 and 1924. This represents the net 
output of industry in terms of the purchasing power of ‘‘ money 
in general ” of 1907. The value of the net output in 1924 in 
terms of its purchasing power over food and raw materials was, 
of course, correspondingly greater. The whole number of wage- 
earners employed in industry rose during the period by little over 
10 per cent. ; the whole number of persons employed, including 
salaried earners, rose by 14 per cent. 

A somewhat similar calculation was made by Dr. Bowley in 
“ A New Index Number of Wages (London and Cambridge 
Special Memorandum No. 28). In his calculation he concludes 
tliat real output per head was much the same in 1907 as in 1924, 
largely owing to the use of a higher index number for the average 
value of finished industrial products, which is predominantly based 
upon exports. It appears that an index number based mainly 
upon exports will over-weight coal and textiles, both of which 
were at abnormally Iiigh prices in 1924, and under- weights the 
products of the newer industries such as motors and electrical 
equipment, the prices of which during 1924 had risen much less 
than the average. This criticism is borne out by the paper by 
P. H. Douglas and N. A. Tolies in the Journal of Political Economy, 
February 1930. They make a study of British industrial pro- 
duction in 1907 and 1924, using an Irving Fisher index number. 
Calculating by a quite independent route, they concluded that 
production in 1924 was 23-5 ]X'r cent, higher than in 1907, as against 
a rise of 21^ ^Oir cent, shown in Table X } This may be considered 
to be a good confirmation. 

These two estimates may l )0 considered to coniirm the con- 
tention that real output ])er head rose round about 10 per cent, 
between 1007 and 1924, in s])ite of the reduction of hours. As is 
2 )ointed out by the American inv('stigators, the generally accepted 
view in the 2)ast has been that the real volume of British industrial 
jjroduction in 1924 was distinctly lower than before the war, 
with a considerable increase in the working t^opulation. This 
was based on tlui Index of Prodiurtion prej)arod by Rowe and 
published by the London and Cambridge K(' 0 ]iomic Service. But 
this Index has a very strong downward bias, owing to tlic cxclu- 

^ In this study, liowpvor, tiioy show an index ilguru for tlic total nuinbor 
of omjiloyed pursons of llS-.*{ for 1924 on n 1907 basis, ond hoiKte dc*«luce only 
a small rise in tlio wholo output per ln*nd. The total number of persons c*iui)loyt‘d, 
however, is given in tho Hoard of Traile Juunml (“ Siiminury of Proliminary 
Hoports on the Cimsus of Prodiiotioii,” iSopIc-mbrr 20, 1928) as 0,087,000 in 1907 
and 7,0 1. ‘1,000 in 1924 — a inuoh smallor rise. 
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sion (through difficulty in collecting data) of all the rising indus- 
tries such as electrical goods, motor cars and a number of light 
industries producing finished goods. The Census of Production 
data must bo considered to supersede thcs(\ 

For changes in iiliysical productivity since 1924 we have much 
fuller data. The Hoard of Trade Index of Production, covering 
nearly two-thirds of the whole field of industrial production, has 
been available quarterly since the beginning of 1928. The 
London and CJambridge Annual Index, which has about the same 
scope in the field of industry, and includes, in addition, build- 
ing and agriculture, is available as an alternative source. The 
calculation used by Sir William Beveridge is, as a matter of 
fact, based on the London and Cambridge Quarterly Index, 
which has a very much narrower scope than the annual Index, 
and only covers about a quarter of the field of production. 
Moreover, this Quarterly Index relatively very much over-weights 
the declining staple industries, such as coal and textiles. Finally, 
it is only by conij)aring the worst quarter of 1928 with the best 
quarter of 1924 that it is j)ossible to reach the conclusion reached 
by Sir William Beveridge. The re-examination of this problem, 
using the fuller Annual Index — in other words, the tJune 1930 
issue of the Loiulon and (!'ambridge E(*onoinic Service as against 
the April 1930 issue— led to the surprisingly different conclusion 
that output per head rose some 11 per cent, between 1924 and 
1929. 

This new treatment in the London and Cambridge Economic 
Service Bnlletin for June 1930, making use of the Annual Index, is, 
however, still unsatisfactory. The general Index of Production is 
compared with the figures of the whole insured population, although 
in 1929 some 4,000,000 out of 10,500,000 insured persons in employ- 
ment were engaged upon transport, distribution and personal ser- 
vices. The numbers in these latter categories have been rapidly 
increasing, and ought not to bo debited against industrial produc- 
tion in calculating changes in output per head. On the other hand, 
the London and Cambridge Annual Index includes agriculture and 
a figure for a number of dwelling-houses built, which is taken as 
representing the number of output of the building industry as a 
whole. In the calculation below', the Boanl of Trade Index is 
used. It is found that it does not seriously differ from tJie London 
and (/ambridge Index after building and agriculture have been 
excluded from the latter, and it has the advantage of being 
available quarterly. The official estimate of the number of insured 
persons in employment is made after deducting numbers not 
No. 163. — VOL. XLi. ® ^ 
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working through trade disputes or sickness; this procedure is 
uniform, and does not affect the index of changes in output per 
head. In the quarterly data for 1930 and 1031, in Table XI, 
seasonal corrccjtions have been made both in figures of employment 
and production. 

Table XI 

Physical Productivity of Labour 1924-30. 

Mining ami Manufacturing Industries. 


(Fis^iin^ in OOO's.) 








1030. 


1931. 


1921. 

1927. 

1928. 

1929. 







iBi Qr. 

2nd Qr. 

3rd Qr. 

4lhQr. 

IstQr. 

All TtisurfKl Persons in Ein> 










ployniunt Aged 16-65 










(oflioial estimate allowinK 
for sickness and trade 
disputes) . . . j 

Numbers Employed in i 

9,01 i 

10, *10.1 ; 

10,010 

10,207 

10,061 

9,799 

9,684 

9,011 

9,246 

BuildinK, Transport, T)ia- j 
tribution and S(>rviivs . 
Numbers Employed in ' 
Mauufa4^t lire and Mining i 

3,019 

4,014 

4,097 

4,148 j 

4,IS2 

4,170 

4,IS1 

4,134 

4,065 

0,9*50 

0,989 

.5,913 

6,0.59 ! 

.5,S79 

0,621 

91-3 

C,r>o3 

5,377 

90-2 

0,ISI 

Ditto as Index . . ; 

ilK) 

100- 1 ■ 

991 

101-6 1 

98- »; 

y2-3 

S6-9 

IndoK of Priviiiotion . : 

i(«) : 

HMJ.S . 

loo-o 

111-H 1 

110-0 

101-2 

100-1 

9S-0 

91-6 

Output per Head 

i 

100 1 

lUO'l j 

106-4 

1100 . 

lll-o j 

llO-l i 

108-6 

lOS-S 

109-0 


JJy this calculation output per head appears to have risen a 
clear 10 per cent, between 1924 and 1920. 

During t he fii\st half of 1930 there was a fall, wliieh was (checked 
in the third (puirtcr, and followed by a sliglit rise. This figure for 
recent months has been the resultant of conflict between two 
tendencies— a tendency for output per head to rise, owing to the 
elimination of the less eflicient concerns in a (le])ression, and a 
tendency for the output per head to fall, owing to short-time and 
below-ca])acity working and general disorganisation in the more 
efficient firms. 

Even over so short a period as 1924-29 tluTC is a considerable 
change in the relative importance of different industries. The 
former objection liolds that an index number of industrial produc?- 
tion calculated in the ordinary way still tends to over- weight the 
declining industries. To take an example, the remarkable growth 
of the motor, rubber, paper and wireless industries, the output of 
which increased during that period by 74, 213, 43, and 96 per cent, 
respectively, is not fully recorded in the Index on the 1 924 weights. 
Very considerable changes in relative prices should also be taken 
into account. An Irving Fisher Index has been calculated using 
weights based on the relative quantities produced and relative 
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prices of 1929 rather than 1924. The new weighting raises the 
index number from 112 to 117. The geometric mean of the two 
index numbers is 113*8. This figure may bo taken as a measure 
of the increase in “ real want-satisfying power ” of British industry 
between 1924 and 1929. 

Calculations relating to production of 1930 show, however, 
that the index number calculated with the new set of weights is 
not very different from the old. 

It will be noticed that the rise in the physical quantity of 
output per head has been distinctly greater than the rise in real 
wages, which appear to have risen (taking into account all such 
factors as earnings rising more rapidly than rates, etc.) by 10 per 
cent, between 1914 and 1924, and 8 per cent, between 1924 and 
1929. Against these rises may be credited the increase in physical 
productivity per Jiead, and also the movement of the terms of 
trade in favour of British industry (see above). This last is of 
considerable importance, because a large part of the index of 
real wages represents the purchasing power of wages over food 
imports. 

It appears from figures available tliat tliere was no such strong 
upward trend of output per head in the years before the war. 
Uowe’s index, we have seen, is not applicable to the measurement 
of (!hanges between 1007 and 1924. But we may assume that it 
is fipplieable to the measurement of changes in production over 
the short and comi)arativcly undisturbed period 1907-13. The 
employment figures arc derived from the Trade Union unemploy- 
ment ])ereentages, taking into aecount the increase of population. 
We obtain the following data. 


Taule XII 

Changes bi Output per //cud, 1907-13. 


Output . 

Km ploy I non t . 
Output per llojul 


1!M)7. 

1 lOOS. 

1 1900. 

I litio. 

1 lOII. 

1 1912. 

1 1913. 

loot) 

03-0 

9<5-5 

90 S j 

1010 

1033 

107-2 

1000 


97*4 

itn-4 ■ 

104-2 

104-1 

100-7 

100 

<J(> 

99 

95 1 

i 97 

99 

100 


As the staple industries which go to make up Mr. Rowe's 
index were not declining in relative importance over this })criod, 
there is not likely to be any bias in the index number. Com- 
parison of these data with tliosc of 2 )ost-war years certainly 

B B 2 
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appears to lend support to the view advanced by Mr. Rowe 
elsewhere, that a period of high real wages, at the cost of causing 
unemployment, may lead to a remarkable forcing up of industrial 
efficiency which might not otherwise have been attained. 


0. Output per Head in Non-Manufacturing Industries 

It is sometimes said that the recent increase in productivity 
in manufacturing industry is more than counter-balanced by the 
increasing complexity and costliness of distribution and by other 
non-manufacturing industries; in other words, that the former 
is reflected in low wholesale prices but the latter is reflected in 
comparatively high retail prices. Tables XIII and XIV are 
interesting in this respect. 


Table XllL 

Quantity of (Joods sold jicr Employee in Co-operative Stores. 


i 19M. I 1920. I : 


. I 1922. ' irj:;. ! 1924. ! 1925. I I92n 


1927. i 1928. 1929. 


MonfV Value of Sales 
p#' Kinfilujeu (t) . 
Tnditx of Quantity of 
Uoods sold i«‘r Km* 
I'loyeo . 


■ i ! 

1,141 I 2,448 ' 2,190 1,711 ! 1,090 j l,7o5 1,875 l,S2l 

i ' ! ! i ' I 

110 0 ! 92-fl i 92-0 • 90-0 i 90-9 H>0 ’ IDO- 1 ; l'»7-7 


! I 


I,S19 1,775 ■ l,7:i7 

j 

110-3 109-0 I 109-3 


Table XIV'' 

Output per Ilextil in Buildintj and ('untrarling. 


\ l«2». 

Money Valiui of Output (i!.\T.) 270 

Insured Workers JOinployofl 

(000) .... 722 

Money Output per Head (£ 
per annum) . . . .‘174 

Index of Co.st . . . lOO 

Ileal Output per Head . i 100 


i!i2r>. 

; 1920. . 

1927. 

l!>2S. 

1929 

:h7 

i :i:iT 

an i 

:{es 

:i2s 

7(J!i 

; so.") i 

S.")i> 

sfO 

SfO 

412 

411 ■ 

90 1 : 

:9i t 

, ;1S7 

inr,i 

: HH-S . 

99- 1 - 

so-:; 

S4( 


' lU.") ! 

9S ■ 

109 

1 122 


It is difficult to judge how far the mcthorls of working in the 
co-operative system arc representative of thosi^ in the retail trade 
in general. The decline in sale.s ])er employee as compared with 
pre-war is jirobably associated witli a very considerable reduction 
of hours, but since 1920 there has been a fairly steady rise in the 
goods sold per employee. 

The figures of the building trade are interesting. Tlie money 
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value of building from year to year is based on the value of building 
plans passed. The figures are carefully corrected, so as to convert 
the value of plans passed in a year to the value of work done 
during the year.^ The value of repair work is known for 1924, 
and is carried forward by estimates of the increase in the number 
of buildings, and the addition to be made for contracting as 
opposed to building work is estimated from the ratio of the 
number of employees in tlie contracting trades to the number in 
building trades. The index of cost is based on the average cost 
of vai’ious types of houses, and may possibly not be representative 
of the cost of industrial buildings. 

The real output per head in buihling appears to rise to a very 
high figure for 1929. It is not impossible, however, that the very 
considerable speeding up of building practice which is taking 
place has ac^hieved this. The low output per Iiead for 1927 
is probably associated Avith “ short-i)criod increasing cost” 
conscc[uent upon the luNivy housing j^i’ogrammes of that year, 
Avhich Avcrc considerably cut down upon the reduction of the 
subsidy. 

finally, the London and (Tunbridge Index of agriculturcal 
jwoduclion, logctlier with the (V^nsuses of 1908 and 1925, may be 
compared Avith the figures of employment. 


Tablk XV 

()nipul per llnul in. Agriculture, 


XumbiT of Lab«)iirors (anu) 
NuinluT of I’nrniors aii<i Small- 
lioMoi's (ana) 

Total XiimhiTS in 

Afrriciilliin* 

Quantity of Out pul 
Quantity p«T Laboun r 
Quantity pt*r Derson l'.nj;jiK»’‘l • 



. lOL’o. 

lOl’S. 

1{>:21). 1 

1930. 

1,100 

■ ULT) 

S!»0 

sss 

So7 

:>oo ^ 

31)0 

3r)>'3 

333 i 

300 

l.loo 

I Kl’-so 

i,LMr» ' 



loo 

lon-2 

Ii»3-1 i 

104 0 

90- S 

lt»o 

no 

Vllk 1 

V2\)\ 

\2\ 

loo 

100 

lltf ■ 

118 

\ 

llLVV 


' For a nuinbor of towns qiinrtiTly lipiivs of pl.-ms possotl nro availablo. 
'riu'so aro (•i>uv<'rtiMl into a nnifonu .si-rus by tbo iiso of yynnu'lru’al avora^^os, 
and tlio Hoasonal variations ivinovod. It- is a.-'Siinu'd tlial a buiUliiijZ is roni- 
pli'lod six inmiths nft«'r tlio plans an* passotl - in otlior \\<»r<ls, that om’-foiirth 
of the work of a plan is carriod out in tlu* quarter in wlaMi Iho plan is passrd, 
ono-lialf in the iioxt quartor, and tlio rt'inaindor in tlio iioxt quarter. From 
those data tbo ratio of tbo work rloiio in a yonr to the plans passod in the same 
year uan be oulculatod, and this ratio is applied to the gcnornl liguix*. 
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This is clearly duo to a substitution of more productive for 
less productive crops and stock. 

A number of figures are included, such as those of liquid 
investments and cash, because they may bo of some interest, 
although they are not relevant to tlio main thread of inquiry. 
The figures of stock in trade and work in progress arc of im- 
portance, representing as they do about a iliird of a year’s 
output. 


7. Unemployment 

Table XVI shows the rise in unemployment uj^ to date, cor- 
rected both for seasonal changes and for the administrative changes 
brought about by the Act of 1029. It is dilHcult to judge how far 
the rise even now shows signs of slackening. 


Table XVI 

Unemployment Corrected for Seasonal Variations and for 
Ail minislr alive (lianyes (OOO’s). 


192(1. 1 IIKIC. ' lOHl. 


January 


! 

• i 

1,104 

j 1,;)04 

2.571 

February 


. 1 

1,45;) 

1,007 


March 



1,207 

. 1,705 

2,684 

April . 


. 1 

1,337 

i 1..S21 

2,f503 

May . 


. 1 

1,318 

i 

2,785 

J UllC . 


• 1 

1,300 

2,001 

— 

July . 


. 1 

1,272 

i 2,0 m» 

. — 

August 


. j 

1,259 

! 2,105 ' 

1 

September . 


. ! 

1,289 

' 2,232 


October 


i 

1,313 

2,2vSl 

1 

November . 


. j 

1,338 

2,30 1 


December . 



1,003 

2,700 

! 


An attempt has been made above to show the amomit of 
unemployment which is attributable to the loss of exports since 
1929. As the loss of exports continues, this will j)resumably be a 
factor steadily increasing unemployment. 

What other factors may bo considered to account for that 
jjart of the increase of unemployment which is not attributable to 
loss of exports ? If it were the case that wo have harl this loss of 
exports, discussed above, together with a general stability of 
demand in the internal market, the rise of ]H)pulation and the 
inflow of new workers into insurance would in themselves be a 
factor making for unemployment. For a number of years since 
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1023 industry and commerce had been absorbing some 100,000 
to 160,000 workers per annum, which just counteracted the 
increase of the insurable population, leaving unemployment 
roughly constant. Some figures bearing on this problem are given 
in Table XVII. 

Table XVII 

Nnviberti seeking Insurable Emjploymenl (aged 10-64). 

(FiKurcB ill OOO’rt.) 


Mules. FumuleB. 


Numbers in July 1U27 .... 
New Entrants(f )to JiiHuraiiecarwl Exiluiif 8(- 


): 10:27 28 
1028-20 
l!»20-30 


Numbers in July 1930 
New Entrants 1030-31 


8,580 
[429-386 
+ 423-205 
+ 430-253 
8,032 
-i-409 


3,204 
[-358-304 
+ 372-203 
+ 377-212 
12,406 
+333 


The insurable population increased in 1929 and 1930, partly 
owing to the effects of the Unemployment Insurance Act which 
came into force in March 1930. Although there is not much 
evidence of new persons being brought into insurance, there was a 
very consideraljlc reduction in the number of cxitants. This 
must not be entirely attributed to the new Act, because it may in 
part reflect diminishing opportunities for insured workers to leave 
insurance and set up on their own as shop-keepers, jobbers, etc., 
or, in the case of hnnales, it may represent the postponement of 
marriage consequent uj^on bad trade. Similar enactments in 
1928 are said to have had a less effect in this same direction. The 
liguivs of cxitants for 1930-31 will be interesting when they 
become available. But at any rate it appears to be difficult to 
attribute mucJi more than 100,000 of the recent rise in unemploy- 
rnent to these factors. It will be noticed that the figure for new 
entrants for the last year shows <pute an apjireciable reduction. 
This is partly due to diminished births round about 191. >, con- 
siderably counteracted by diminishing death rates. 


S. Paoin cTioN and CoNsuMrriON 

Data below show the extent to wliich employment has been 
affected by the falling off of capital ])i’Ogra mines. An index 
number has been jireparcd representing changes in the output of 
capital goods. This is based on employment in building, con- 
tracting and engineering, with at)propriate allowances for 
changes in output per head; shipbuilding tonnage under con- 
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structioti; and the output of electrical machinery and cables. 
It will bo seen that this index in effect does cover practically the 
whole field of capital work, although it is impossible to estimate 
how much of this product is required to meet depreciation. 

Table XVIII 
Production in 1924. 


(£ million.) 


Capital Goods and Buildings 

. 010 


Exports Valued at Works . 

757 


Of which Capital Goods 

, 

62 

Consumption Goods .... 

. 1.385 



2,690 



Table XVIII shows the data on whicli the index nurnlior may 
be based. Table XIX shows the new index number of output 
of capital goods, including building, while the general Index of 
Production has been altered so as to include an estimate of the 
quantity of building work done, based upon th(5 figures in Table 
XIV. Quantities of capital goods and goorls for export are then 
deducted from the index, and the residue is taken to represent 
the output of goods for consumption. The figures are corrected 
for seasonal changes. 

It thus appears that of the whole fall in production of 16*6 
units between 1920 and the first quarter of 1931, exports and 

Table XIX 


Production and Consuwpfion, 1924-31. 




i 

192«. 


I 

t2;i. 



19.3". 

I9:ti. 


1921. 

1927. 

... . 










: (i.) 

ril.) fiii.) fiv.) 

fi.) 

Hi.) 

(ill.) 

(iv.) 

(i.i 

<ii.; (ill.) (iv.) 

(1.) 

Index of Frodiic- 











lion (including 
Build ing) . 

Kjo 

1 

lUS'I lUU'l) 


Ill-t 

117-2 

110-7 

117-1 

1 1 1-3 

I 09 -] Io.')-7 10.3-1 

99-8 

Output of (.'arutal* 


1 









GofxJs (including 
Building) . 

lUO 

111-1 Jil-.! 

111-3 in-5 118-8 

1190 

120-9 

]:;o-o 

'129-7 

I27-.S 

125-9 122-0 110-.3 

109.3 

Do. as percentage 



1 






i i 


of all rrodiietion 
in 1924 . 

22-7 

25-3: 2d-0 

1 

2i;-0 2C-0: 270 

27 0 

28-8 

29 - 0 

29-1 

29-0 

1 

28-Gi 27-7 2G-I 

i i 

21-S 

Exports (excluding 

1 

1 ' 

1 i i 

: 





C.'ipiral (roods) as 
percent itge of 

1921 rrfMlnctioii 

23-8 

1 

! i 

2.V2 2.V.'. 

' i 

2.1-0 25-1 27-1 

2 i;-r>- 

20-2 

j 

27-1 

27-1 i 

i 

1 i 

i 24 - 7 : 

I ■ 1 

1 : 

1 : 
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i i I 


tal Goods os |s‘r- 
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i 1 

; ! ' 
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' 1 
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1 1 1 
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1 

i:i-8 13-3 
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13-0, 14 - 5 ' 11-0 


13-(ij 
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capital goods accounted for all but 1-7 units. Tabic XI shows 
that the numbers employed in non-manufacturing industries fell 
during the same period by 83,000 only, of which 56,000 have 
already been accounted for under building. 

In other words, employment in the consumption industries 
has scarcely decreased since 1929. The rise in unemployment 
must therefore be entirely attributed to the loss of exports, the 
contraction of the capital goods industries, and the increase of 
the insured population. Up to 1929 this latter factor was 
neutralised by expanding employment in both the capital goods 
and consumption industries (particularly distribution and 
services). 

It is certainly remarkable to how small an extent consumption 
has fallen off since 1929. But this is borne out by data relatin 
to individual products. The output of motor cars in the first 
quarter of 1931, cstimatefl by the number of vehicles licensed less 
imports plus exports, is seen to be only one or two points lower 
than in the year before, and somewhat higher than in the first 
quarter of the year 1929. It is certainly remarkable that the 
output of motor cars in this country should remain at such a 
high level, as in U.S.A. the output of motor cars has l)y now been 
almost halved from the 1929 figure. 

These high consumj)tion figures perhaps put a different intcr- 
j)ret!ition on the high quantity of imported food-stuffs and manu- 
factures consumed in this country during recent months. We 
have taken advantage of the immense movement in our favour 
in terms of trade. We continue im])orting on mucli the same 
level as before, letting our exports fall to half and letting our 
credit balance of international payments disa])pear. Germany 
may be taken as an example of another country which has enjoyed 
a considerable move in its favour in terms of trade, but it has used 
this movement in a very different way. 

These figures of consumption ai*e also broadly borne out by the 
figures of retail sales which have been available for some months. 
Excluding food-stuffs, where there is known to have been a very 
heavy fall in retail prices, we find tliat both for the last two 
quarters of 1930 and for the first quarter of 1!>31 the money value 
of retail sales has averaged about 3 per cent, below the level of 
the period a year previously. In view of the fa(*t that there has 
been an appreciable fall in prices of commodities other than food, 
this ' indicates a maintenance or an increase of the (piantity of 
consumption. This is not in discord with the figures given 
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above in Table XIX, because the returns from the retail stores 
indicate that there lias been a very considerable reduction in 
stocks. This depletion of the stocks of finished goods may in due 
time be a very potent factor in causing industrial recovery, in the 
same way that the accumulation of stocks of raw materials is a 
factor discouraging recovery in other countries. 

These studies may be concluded with a note on the quantitative 
estimation of “ investment.’’ The main factor remaining to be 
enumerated is the balance of international trade. This is shown 
in Table XX. 


Table XX 

Revised Estimates of the Balance of Trade (£ million). 



1913. 

1920. 

1924. 

1925. 

imi 




1930. 

Credits : 

Exports 

ri25 

1,33 i 

801 

773 

05.3 

709 

724 

729 

671 

Interest on Investments. 

210 

200 

220 

250 

270 

270 

270 

270 

23ri 

Shipping Services . 

95 

340 

140 

123 

120 1 

140 

130 

130 

105 

Einancial and Other Ser- 
vices 

33 

75 

75 

75 

»! 

75 

SO 

80 

70 

Total . 

m 

1,910 

1,230 

1,223 

1,118 j 

1,191 

1,204 

1,209 

981 

Del its : 

Imports Retained . 

m 

1,710 ! 

1,137 ; 

1,167 j 

1 

1,110 1 

1,095 

1,070 

1,111 

1 U58 

Varying Items (+ credit, 1 
-debit): | 

Net Government Ko- , 
ceipts . . . 1 

— 

i 

— 2."i 

j 

i 

-H * 

! 

+ 4 : 

+ 1 j 

+ 15 

! 21 

1 

I 21 

Net Export of Gold . j 

-in 

-HI j 

+ 12 

+ 13 

-12 ' 

—1 1 

-- 7 ; 

; }-io 

5 

Total Net Credit: ! 

182 

280 ! 

8.1 i 

57 ; 

- li ■ 

90 1 

130 ; 

138 ' 

39 

New Issues floated for : 
Overseas . . . | 

198 

.'»9 = 

135 

.ss 

132 ■ 

139 

111 

! 

I'l'J 

Net Efflux (-) or Influx 1 
(+) of Money not ' 
through New Issm-a . j 

+ 16 

-221 , 

1-50 _ 

+ 31 

* 128 

1 >3 

S 

i ■ ■ 13 

; +70 


In this table the estimates published annually ))y tluj Board 
of Trade have been brought together, but allowances have been 
made for a number of subsequent corrections also preparc'd 
officially by the Board of Trade. Usually as each of these corre*;- 
tions are prepared they arc only carried back for a year or so ; in 
this table an attempt has been made tf) carry them back to the 
beginning of the series, and so obtain a comparable scries of 
figures since 1020. 

The quantity of fixed capital goods profluecfl has been estim- 
ated in Table XIX. I’ho numey value of tliat i)art of it rej)re- 
sented by building and contracting work can be estimated as in 
Table XIV, but it is much more difficult to obtain a suitable prii^e 
factor to apply to that ])art whi^di is represented by meclianical 
and electrical equipment. A considerable part of the output of 
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fixed capital goods must be sot oS against depreciation and 
maintenance. For the country as a whole (including such large 
items as the maintenance of the roads and railways, which do 
not appear in the Inland Revenue maintenance allowances) we 
must estimate round about £250,000,000 in 1924, rising to per- 
haps £300,000,000 in 1929. The whole outi)ut of fixed capital 
goods in 1924 plus imports minus exports appears to have been 
£500,000,000 in 1924, rising to £610,000,000 in 1929. For 1907 
the figure appears to have been £250,000,000, of which about 
£100,000,000 were required to meet depreciation. 


C. 0. Clark 



BRITISH FOREIGN INVESTMENTS IN 1929 


In March 1929 I published the results of a first inquiry into 
the amount of British capital invested abroad and the volume 
of annual repayments to this country. This inquiry was a pioneer 
attempt of a tentative nature, and it was realised at the time 
that as the problem became subject to closer examination in 
later investigations, more systematic methods would have to be 
used and the field of inquiry more clearly defined in order to 
ensure a fair degree of accuracy. Consequently, in my second 
inquiry, the results of whicli were published last year in the June 
issue of the Economic Journal, pending the elaboration of a 
systematic method I decided to confine myself to one class of 
security only, namely, the bonds and stocks of Foreign and Colonial 
Governments, the British lioldings of which could bo determined 
with some degree of accuracy. 

The present essay, however, attempts to survey the main 
field of British investment overseas. Hie results now published 
have been obtained by methods which have been devised to 
ensure their ready application to all the classc's of securities 
examined, and will probably be applied with but little change in 
further inquiries of the same nature. It w ill therefore be possibles 
in the future to compare results from year to year, and so to 
indicate periodically the changes that take place in the nature 
of our investments overseas. Thus a comparison is marie later 
on in this article of our iiivcstmcnts in Foreign and Cr)lonial 
Government and Corporation Stocks for the years 1928 and 
1929, cstinicatcd on comparable bases. It is hoped in later 
investigations to make comparisons which will cover the main 
field of investment. 


OlUKOTS OF TIIK InQIMRY 

These investigations were originally inspin'd by a desire to 
arrive at an estimate of the volume of rrqiaymr'nts coming into 
this country through the opcrfition of sinking funds and maturities, 
so as to make it possible to separate the automatic portion from 
the real savings of the nation. In order to do this, however, it 
became necessary to collect information which also threw light 
upon other important aspects of our foreign investments. The 
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results published in this essay, therefore, include as regards the 
securities examined : (a) the total nominal amount of British 
capital overseas outstanding in 1929; (h) the income derived 
therefrom; (c) the volume of repayments in 1929; and finally, 
(d) the “ new money ** saved for overseas investment in 1929, 
this being regarded as the British subscription to new issues less 
the sum repaid during that year. 

Field of Inquiry 

The investigations undertaken cover British investments in 
the bonds and stocks of Foreign and Colonial Governments and 
Corporations, interest payments on which are made in London, 
and in the securities dealt in on the London Stock Exchange of 
companies, both British and foreign, operating abroad. The 
whole field of British foreign investments is tliercfore covered, 
with the exeeiition of (1) individual private investments, (2) com- 
panies operating abroad whose securities are not officially dealt 
in here, (3) the bonds and stocks of foreign Governments not 
quoted here. For cxiimido, although it is seldom the practice 
of residents in the United States to subscribe to the sterling 
portion of a loan issued both in Loudon and New York, British 
nationals frequently subscribe for or purchase largo quantities of 
the dollar portion of such an issue. There is also a large and 
increasing investment by our nationals in United States securities 
issued and quoted only in New York, largely owing to the increas- 
ing activities of the agencies of United States banks and bond- 
siclling houses in Loudon. In addition to this omission, the 
securities of insurance companies and many financial trusts 
deriving a major portion of their income from abroad have also 
been omitted, since the operations of these companies usually 
take the form of investments in the securities of British registered 
companies or in Government and Corporation stocks already 
induded in these investigations. It is recognised, however, that 
owing to the increasing interest in dollar securities displayed by 
financial trusts, this omission may give rise to an appreciable error. 


Metuod 

The securities examined fall naturallj" into three broad 
categories, each requiring separate analysis. They arc : 

1. iSeeuritios of Foreign and Colonial Governments and 
Corporations. 
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2. Securities of British Companies operating abroad and 

registered in the United Kingdom. 

3. Securities of Companies both operating and registered 

abroad, but dealt in hero. 

This analysis was only made possible by the information supplied 
to me by some seventy banks and issuing houses and well over a 
thousand companies, and I should like at this point to express 
my appreciation of tlio very helpful spirit in which these banks 
and companies have assisted me. 

Group 1. 

Foreign and Colonial Governynent and Corporation Stocks 

The method applied to this group of securities was explained 
in some detail in the Economic Journal of June 1930. Tar- 
ticulars were obtained from banks and issuing houses in respect 
of each foreign or colonial loan, interest on which was paid in 
London, regarding the total sinking fund payment made in the 
United Kingdom in 1929; the total interest paid in the U.K. 
during 1929, and the proportion of sueli interest paid free of 
British income tax. 

For further information the reader should refer to the above- 
mentioned article. 

The results obtained for 1929 arc summarised in the following 
tables and comi)ared with tlic corresponding results obtained 
for 1928 : 

Table I 

Proportion in 1929 of total Interest qmd in London, tax deducted, 
on certain classes of InreMments, ami cominirison tvith 1928. 



1929. 

1928. 

Dominion and Provincial Government Socurltios 
Dominion and Colonial Corporation Stocks . 

Foreign Govominont Stocks 

Foreign Corporation Stocks 

90- 270 

91- 4 

53-6 

76-6 

90- 2% 

91- 1 
54-8 
76-3 


^ As explained in my article of lost yc'nr, the high foreign porcentago in this 
group is duo largely to payments mmlo in London in respect of the foreign 
tranches of international issues. 

Table I reveals little change in the proportions of British 
and foreign holdings for the two years under consideration, 
except in foreign Government bonds and stocks. Indeed, it is 
quite clear from other information obtained for previous years 
that foreign nationals are gradually buying back the bonds issued 
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in this country on behalf of their Governments. In addition to 
thi§ continuous repurchase of bonds. Table II shows that the 
repayments in this group are becoming increasingly heavy pending 
the extinction of old loans, mainly of the Argentine, Brazil, Chile 
and China, as the cumulative arrangements of sinking funds 
through which these repayments are annually made take effect. 
For these reasons the figure for British capital shows a decline 
in this group from £324,008,000 in 1928 to £312,792,000 in 1929, 
and it is certain that failing substantial new investment in this 
class of security, this figure will continue to decline more rapidly 
from year to year. The decline in 1929, however, was more 
than made up by increasing investment in the securities of Colonial 
Governments. Thus, in this group, in spite of a heavy repay- 
ment of £17,782,000 in 1 029, the figure for British capital increased 
from £944,497,000 in 1928 to £970,661,000 in 1929, entirely as a 
result of the Colonial issues made in London during 1929. 


Table II 


Tahh showing the nominal amomvt of British Capital outstanding 
investefl in 1920 in certain classes of Securities, the Income 
dericed therefrom, the volume of Repayment, and comparison 
with similar results for 1928. 


(£000’fl.) 



^ Tho figiiros for ciipital incliulo British subscriptiona to issiioa floated in Iho 
yoar imdor conaidorat ion, but on which a full year's interest would not be duo 
until tho sucooodiiig yonr. 

2 Tho figun?s for ropiiymont excliido stock convortod during tho yoars under 
consideration. 


It will be observed that despite the fact that the figures for 
British capital invested in the securities of Colonial Corporations 
find Foreign Governments and Corporations were less in 1929 
than in 1928, yet tlie corresponding income showed an increase 
for each group. It sliould be remembered, however, that the 
interest in the year 1929 is more affected by the repayments in 
1928 than by those in the same year. Table II shows that these 
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w^ere only £15,576,000 in 1928, as compared with £30,425,000 in 
1929. Again, a full year’s interest was not payable until 1929 
on most of the loans issued in 1928, a year of heavier investment. 
These facts, in conjunction with the further fact that the rate of 
interest is higher on the recently Issued loans than on matured or 
expiring loans, account for the apparent paradox of an increased 
income accruing from decreased capital investments in three of 
the above groups of securities. Table III gives a more detailed 
comparison of the repayments in 1928 and 1929. 

Table III 


Analysis and Comparism of Repayments for the years 1928 and 1929. 

(£000’8.) 


Group. 

Sinking 

Fund. 

Maturity. 

Optional Ro- 
tlemptions.^ 

Total. 


1928. 

1920. 

1928. 

1929. 

1928. 


1928. 

1929. 

Colonial Govts. 
Colonial Corpns. 
Foreign Govts. 
Fon ign Corpns. 

3,885 1 
552 1 
8,277 
501 1 

3,995 

744 

8,907 

737 

Si ; 1 

O ffO • * 

13,787 
1,758 ' 

1,438 

497 

4,410 
800 
8,277 
2,029 j 

17,782 

2,502 

9,404 

737 

Total 

13,305 

14,383 

1 »33 

15,o*l«* 1 

1,438 

497 

15,570 

30,425 


^ Tho (iguroa given as Optional Kodomptions ropresont loans rodooniod by 
Govermnonts and Corporations prior to tlio final dato of maturity. 


It will be seen that the large increase in repayments in 1929 
over that calculated for 1928 was, in the main, due to tho heavy 
maturities of loans of Colonial Governments in 1929. These 
amounted to £13,787,000, for which the maturities of the loans 
of Australian States were largely responsible. It should, however, 
be borne in mind that a substantial proportion of this sum was 
derived from funds raised by new Australian issues in 1929, and 
thus does not constitute an effective repayment to Britain as a 
whole, as distinct from individual British stock-holders. 

Companies operating abroad. 

This investigation analyses the securities officially marketable 
here, of about 3,000 companies operating abroad. The capital of 
each of these companies was set down separately for British 
registered and foreign registered companies, classified in accord- 
ance with tho divisions made in the Stock Exchange Official 
Intelligence {e.g. Foreign Hails, Mines, Rubber, to name only a 
few), and was further divided into two main categories repre- 
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senting the share and loan capital respectively. This latter 
division is essential, since the proportion of British holding is 
generally higher and of a different character in the debenture 
group than in the share group, and also because a larger sample of 
information is obtainable regarding the loan capital of companies 
registered abroad. In any case this division is necessary for the 
calculation of the income derived from British investments in 
these securities, since, unlike fixed interest bearing securities, 
dividends on share capital fluctuate widely from company to 
company, group to group, and year to year. 

For these reasons a sample which did not differentiate between 
the two kinds of capital would yield altogether misleading results. 

Information was obtained from companies relating to the 
amount spent on the redemption of caxntal in 1929 ; the propor- 
tion of registered share capital held by residents of the United 
Kingdom at the cn<l of 1929, and the proj^ortion of loan cai)ital 
so held. 

This information made possible the calculation, among other 
things, of the British holdings of the total capital examined, and 
tlic British portion of total repayment. Information regarding 
dividends and interest during 1929 was derived from the Stock 
Exchange Olfieial Intelligence and Official List. 

It is ijnportant to note some of the limitations of the above 
method of procedure. 

Ijittl(‘. inforinjition is obtainable regarding the proi)ortions of 
hearer securities ludd by British residents, except in a few instances, 
such as the Canadian and Mexican Eagle Coinx)anies and the 
bearer securities of a few {Swedish companies, coux^ons of which 
are x^ayable to some extent in London. Con.se(xuently there is no 
alternative but to ap|)ly the British x>ercentage obtained from a 
sample of the registered capital in any grou]) to the bearer cax)ital 
of the same grouj). In view of the greater pox)ularity of the 
bean*r security on the Continent and in the U.S.A. than in Britain, 
it is probable that the foreign holding of bearer securities is some- 
what higher than the foreign holding of the corresponding regis- 
tennl sc'curity. This has more particular refcnviiec to the 
securities of comx)anios registered abroad, since in this group 
the bearer security figures more prominently. 

The practice of holding securities through nominees is another 
obstacle to accurate calculation. It is certain, for example, that 
there is a substantial foreign holding of securities registered in the 
names of English banks and other nominees, and it is equally 
certain that there is a still more considerable British holding of 
No. 1G3. — VOL. XLI. ^ c 
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dollar securities in the names of American banks and other 
companies. There is a distinct danger that this practice , gradually 
becoming more widespread, will render it difficult for decisive 
conclusions to be drawn from future investigations of this nature. 

It has already been noted that Insurance Companies and 
many rinancial Trusts have been omitted from the scope of these 
investigations, since their operations usually take the form of 
investments in other companies already considered. Double 
counting has to a large extent also been avoided by excluding 
the share capital of companies more or less completely controlled 
by others. There is, however, a considerable amount of cross- 
holding between companies (for example, in the Mining group) 
with which it has not been possible to deal in this way, and which 
clearly leads to an over-estimate, particularly in the case of 
interholding between British registered companies. 

Group 2. 

British Companies operating abroad. 

A company is taken to be operating abroad if its main plant 
and equipment arc abroad. Holding companies investing their 
funds in the securities of companies not already cxamimKl also 
come within this category. A number of large companies, however, 
particularly in the group covered by Commercial, Industrial, etc., 
do extensive business both at home and abroad. Owing to the 
difficulty of separating out the portion of the capital of these 
companies that can be considered U) be invested abroad, nob all 
of these companies have been included in the investigation. A 
difficulty of the same kind occurs with regard to the main body 
of shipping companies whose vessels travel to and from Great 
Britain. In this case again account has been taken of those 
shipping companies only whose vessels voyage almost entirely 
in foreign waters. 

It is recognised that these inevitable omissions are serious, 
since these companies do derive a considerable part of their 
income from abroad.^ On the other hand, almost every Britisli 
company operating abro«ad maintains an (ixj)ensive London head 
office or agency, which absorbs part of the company’s capital. 
This discrepancy, for which no reliable adjustment ean be readily 
made, tends to neutralise the former source of error. The table 

^ As regards the annual balance of payments, a calculation of tho not iiicoino 
from abn^ad derived by British shipping companion is unnecessary, since it is 
included in the annual estimate of tho gross receipts of those companios iiiado 
by the Board of Trade. 
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given below should therefore be studied with these limitations in 
mind : 


Table tV 

Tabu showing the nominal amount of British Capital invested in 
Companies operating abroad and registered in the U.K., the 
Income derived therefrom, and the volume of Repayments in 
the year 1929. 

(£ 000 ’||.) 


Typo of 
Company. 

Sharo 

Divi- 

Loan 

Inter- 

Repayment. 

Capital. 

dends. 

Capital. 

cst. 

Sinking 

Fund. 

Rate 

o/ 

/o* 

Matur- 

ities. 

rDom. & Col. Rails 

1,645 

20 

22,636 

1,157 

28 

01 

794 

1 Indian Rails 

23,088 

1,980 

48,150 

1,828 

83 

0*2 

876 

|Ind. Rly. Aiinui- 
V ties . 


26,187 

1,296 

1,114 

4-3 


American Rails 

800 

37 

800 

32 

— 

— 

— 

Foreign Rails 

212,226 

11,450 

166,518 

7,841 

593 

0-4 

— 

Banks & Diset. 
Coys. 

30,368 

3,248 

_ 


_ 



Breweries 

4,902 

395 

911 

32 

— . 

— 


Canals & Docks 

776 

? 

1,000 

60 

— 

— 

467 

Coinmorciul & In* 
dustrial 

55,868 

4,025 

21,037 

1,163 

437 

21 

52 

Elec. Lighting & 
Power 

8,886 

888 

7,542 

480 

21 

03 


Fin., Land & In- 
vostinont . 

04,392 

7,333 

29,363 

1,201 

855 

29 

711 

Gas 

8,505 

716 

2,339 

95 

89 

3'4 

— 

Iron, Coal & Stool . 

6,108 

266 

1,580 

107 

38 

2-4 

— 

Mines . 

74,354 

6,950 

3,393 

225 

104 

31 

132 

Nitrates 

6,449 

266 

2,497 

179 

210 

8-4 


Oil . . . 

99,626 

14,600 

13,224 

647 

508 

3-8 

290 

Rubber 

82,223 

6,549 

5,712 

370 

12 

0-2 

47 

Shipping 

11,880 

782 

4,593 

240 

294 

6-4 


Tea & CoiToo 

37,904 

4,662 

2,668 

161 

22 

0-8 

— 

Telegraphs & Tele- 
phones 

23,626 

2,726 

4,540 

270 

158 

3-5 



Tramsways & Om- 
nibus 

14,382 

488 

19,070 

850 

153 

0-8 

398 

Waterworks . 

1 3,447 

293 

1,446 

1 75 

i 

0-1 

— 

Total 

1 801,605 

! 67,674 

! 385,206 

1 18,309 

4,721 


3,767 


Total Loan and Sharo Capital 1 , 1 86, 8 1 1 

Total Incomo , . . 

Total Kopaymoiit . . 8,488 

The results shown in the above table have been arrived at with 
the aid of returns from companies covering about 65 per cent, of 
the total capital analysed. This percentage of course varies from 
group to group, fluctuating from nearly 100 per cent, for the 
Tramways and Omnibus Group to about 30 per cent, in the case 

of Banka and Discount Companies. In every group, however, 

cc2 
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the size of the sample has been sufficiently large to ensure a 
tolerable degree of accuracy, subject to the limitations mentioned, 
both in the method and scope of the inquiry. 

Total British loan capital outstanding in 1929 was £385,206,000 
and repayments amounted to £8,488,000 during that year. The 
percentage of repayment is affected in a haphazard manner by 
maturities from year to year. If, however, we consider the regular 
repayment through the operation of sinking funds, the average 
percentage repaid is 1-23 per cent. This percentage varies from 
group to group, being 8*4 per cent, in the case of Nitrates and 
0-1 per cent, in the case of Colonial Railways in 1929. Indian 
Railway Annuities liave been split up into two portions, repre- 
senting interest and repayment of principal respectively, the 
figures for loan capital being based upon the former. 

The income derived from a total British loan and share capital 
of £1,186,811,000 was £85,983,000 in 1929, or, roughly 7| per cent. 
Interest was slightly under 5 j)er cent, of the total loan capital in 
these groups, and dividends distributed amounted to 8*4 per cent, 
of the total share capital. The latter vary in important groups 
from 14*65 per cent, in the Oil group and 9*35 in the Mining 
group, to 7*96 per cent, for Rubber and 5*4 per cent, for Foreign 
Rails. 

About one-half of the loan and share capital examined in the 
above table is absorbed by railwa3^s and other public utility 
undertakings, whilst British railway enterprises in foreign 
countries alone account for nearly one-half of the loan capital 
and more than one-quarter of the share capital. This, of course, 
represents almost entirely old investment of tlie jiineteenth 
century, during which jjeriod the British company was the 
favourite medium for the investment of British capital overseas. 
The high rate of income tax now payable by British rcgistcrctl 
companies as compared with comi)anies registered abroad, and 
the rapid industrialisation of foreign countries has now left 
but little scope for the further development of this method of 
investment, and it will be observed that comparatively little 
headway has been made by the British company even in the 
newer public utility cntcrjiriscs abroad, such as Electric Lighting 
and Power, Telegraphs and Telephones, dcsinte the fact that 
these utilities absorb an enormous amount of ca])ital in South 
America. 

We therefore turn to the avenue of investment now offering 
a wider scope to the British investor, namely, the company 
registered and operating abroad. 
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Group 3. 

Companies registered abroad. 

Analysis of British investments in ‘this groui) is more difficult 
than in either of the two preceding groups investigated. The 
mass of securities examined is of an extremely miscellaneous 
character, and the type of company to which they belong varies 
from the company which is virtually British owned and controlled 
[e,g, many of the mining companies registered in South Africa) 
to the company in which British interests are insignificant. 
Thus many American securities, despite the fact that only a very 
small percentage is held by British residents, are given a quotation 
on the London Stock i^xchange simply because of their volume 
and market activity; these arc consequently included in the 
analysis. On the other hand, many foreign companies have also 
made sterling issues. Consequently it is extremely difficult to 
collect a sample which is really representative of the mixture of 
securities analysed. 

Wherever possible, separate samples of sterling and non- 
sterling issues have been used in arriving at the results. This is 
important, since naturally the British holding will be higher 
amongst sterling than foreign issues. Unfortunately, owing to 
the difficulty of obtaining information about the latter (in which 
bearer securities figure so prominently), many gaps were inevitable. 

Wherever possible, the shares of no par value have been included 
at the figure given in the latest balance sheet of the company. 

These comments should be borne in mind in a perusal of the 
table on p. 380. 

Of a total nominal share capital examined of £2,623,374,000 
for companies registered abroad, samples have been collected 
relating to £2,148,271,000. British holdings in this latter amount 
were calculated at 16'62 per cent. This general percentage was 
also applied, in arriving at the figure for British share capital, 
to the total ca])ital in those groups in which sufficient information 
was lacking. The same percentage, of course, must not be taken 
as applying to each of the blank groups (e.r/. to Foreign Rails, 
where the percentage British hold is appreciably higher). 

Total repayments amount to £9,593,000, of which £5,606,000 
was repaid by the operation of sinking funds. The rate of rc])ay- 
ment by sinking fund varied in important groups from 5*5 per 
cent, for Mines to 0-4 per cent, in the case of Dominion and Colonial 
Railways. The figure of £202,000 repaid in the Oil group was 
due entirely to the redemption by sinking fund of Preference 
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share capital of the Mexican and Canadian Eagle Companies. 
The largest maturities occur in the Mining, Tramways and 
Omnibus, and Iron, Coal and Steel groups. 

Table V 

Tahh showing the nominal amount of British Capital outstanding 
invested in Companies registered and operating abroad, the 
Income derived therefrom, and the volume of Repayments in 
1929. 

(£ 000 ’ 8 .) 


Ropaymorifc. 


Typo of 
Company. 

Share 

Capital. 

Divi- 

ilonds. 

Loan 

Capital. 

Inter- 

est. 

Sink- 

ing 

Fund. 

Rato of 
Ropay- 
inont by 
S.F, %. 

Matu- 

rity. 

Donin. &> Col. Rails. 

55,287 

5,601 

161,127 

6,401 

626 

0*4 

— 

American Rails 

9,671 

796 

18,519 

615 

— 

— 

430 

Foreign Rails ^ 

? 

? 

75,709 

4,078 

888 

1-2 

— 

Banks & Diact. Coys. 

29,982 

2,632 

12,999 

807 

216 

1-7 

— 

Breweries ^ 

? 

? 

40 

2 


- - 

— 

Canals & Docks ' . 

1,742 

1,176 

2,436 

52 


— 

— 

Commercial & In- 
dustrial 

70,848 

7,348 

21,464 

1,646 

723 

3-4 

502 

Bloc. Lighting & 
Power 

11,820 

600 

31,002 

1,724 

650 

31 

494 

Fin., Land & Invest- 
ment . 

24,416 

1,067 

29,965 

1,603 

1,011 

3*4 

165 

Gas 1 . 

? 

? 

392 

23 

— 

Share 

66 

Iron, Coal & Steel . 

31,905 

1,669 

8,893 

635 

268 

Capital 

repaid 

30 

638 

Mines . 

82,937 

13,523 

4,085 

246 

223 

6*5 

825 

Nitrates 

— 

— 

3,195 

223 

137 

4-3 

— 

Oil . . . 

23,321 

634 

— 


202 

Prof. 

- 

Shipping 

4,183 

228 

2,445 

155 

61 

Capital 

repaid 

21 


Telegraphs & Telo- 
phoncs ^ 

? 

? 

17,768 

840 

387 

2-2 



Tramways & Omni- 
bus . 

10,108 

657 

10,794 

633 

224 

21 

777 

Waterworks ^ 

? 

? 

1,953 

61 

— 

— 

— 

Total 1 . 

436,002 

41,997 

402,786 

19,724 

6,606 

1-4 

.3,987 


* General average porconlago applied whore Hainple information insiifiieiont 
in blank groupn. The tcjtals include estimates for the blank groups of 
£79,982,000 share capital, £6,207,000 dividends. 


Total iShare and Loan Capital . . . 838,788 

Total Income ...... 61,721 

Total Repayment ..... 9,693 

The average rate of interest on loan capital was 4-90 per cent, 
as compared with an average rate of dividends on share capital 
of 9*63 per cent. This latter rate varied in important groups 
from 16*3 per cent, for Mines, 10*4 per cent, for Commercial and 





1931] 


BRITISH FOREIGN INVESTMENTS IN 1929 


381 


Industrial, 9-9 per cent, for Railways in British Possessions to 
6-2 per cent, for Iron, Coal and Steel, 4*4 per cent, for Financial, 
Land and Investment and 2*7 per cent, for Oil. 

Railways in British Possessions account for £216 millions, or 
over one-quarter of the total loan and share capital analysed in 
the above table. This is almost entirely due to the heavy British 
investments in the Canadian National and Canadian Pacific 
Railway companies. 

The total British loan and share capital in the Electric Lighting 
and Power group is £43 million, contrasted with only £16 million 
in the case of British companies operating abroad. In the case 
of the loan capital in the Telegraphs iind Telephones group, the 
corresponding figures are nearly £18 million for companies regis- 
tered abroad and £4 J million for British companies (see Table IV). 
These comparisons relating to British investment in the younger 
industries bear out the view that the British company operating 
abroad is no longer so favourable a medium for the investment 
of capital. It is true that among the securities analysed, the 
British company accounts for £1,187 million as compared with 
£839 million for the company registered abroad. But it must be 
remembered that there is a considerable amount of British money 
invested in foreign securities not quoted here ; and the inclusion 
of these would probably increase the latter to a larger figure than 
the former. It would therefore appear that with the growth in 
our foreign investments the proportion British controlled is tending 
to diminish. 

It is now possible to summarise the results obtained for the 
three groups of securities analysed. 


Table VI 

Table f^Jiowiwj (lie. nominal amount of British Capital invested 
Overseas in the classes of Securities analysed, the Income 
derived therefrom, and the volume of Hepayments in 1929. 


{mo's.) 


Group. 

Capital. 

Income. 

j Repay- 
1 ment. 

1. Foroign and Colonial Oovornniont and 




Corporation Stocks .... 

1,412,425 

64,661 

30,425 

2. Companies rogistcred in the U.K. and 
operating abroad .... 

1,186,811 

85,983 

8,488 

3. Companies registered and operating 
abroad 

838,788 

61,721 

0,593 

Total ..... 

3,438,024 

212,365 

48,506 
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The above table shows that in the field of investment examined, 
British capital aggregated £3,438 million. As already explained, 
this omits the important body of British holdings of securities 
not quoted on the London Stock Exchange, and a certain amount 
of bearer securities of Foreign and Colonial Governments and 
Corporations, the coupons of which were cashed abroad by British 
investors. Taking this in conjunction with the substantial British 
holding through foreign nominees of securities under Group 3, 
and individual private holdings and investment in real estate 
abroad, we consider that this total should be written up by at 
least £300 million to £3,738 million, covering the whole field of 
British investment overseas. 

The income derived from the capital dealt with in the above 
table was over £212 million, and the rate of income 6'17 per cent, 
in 1929. In order to make this figure comprehensive, this again 
would have to be written up by at least £19 million to £231 
million. The table given below throws some light upon the 
possible fluctuations of this figure in good and bad times. 


1\VI{LE VII 

Table showirig the division of British Capital invested abroad as 
between Loan and Share capital^ and the Income derived from 
each class in 1929. 


(£ 000 ’ 8 .) 


Group. 

Share 

Capital. 

Divi- 

denrls. 

Loan 

Capital. 

Interest. 

1. Foreign and Colonial Govorn- 
monls and Corporations . 



1,412,425 

04,061 

2. Companies registered in b.K. 
and operating abroad 

8()1,«05 

07,074 

3S5,200 

18,309 

3. Companies rogisteriM.! and 
operating abroad 

43(5,002 

41,997 

402,780 

1 19,724 

Total . 

1,237,007 

109,071 

2,200,417 

102,694 


These figures reveal that in spite of the fact that debentures 
and other forms of loan capital constitute nearly two-thirds of 
British capital overseas, yet dividends on share capital averaging 
8*86 per cent, amounted to more than half of the total income 
from these investments in 1929. If in a bad year average divi- 
dends decline, say, to 3 per cent., then, assuming no default in 
debentures, it is clearly possible for our income from overseas 
investments to fall to as low a figure as £140 million, thus illus- 
trating the extent to which world depression may affect our 
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balance of payments through this item. Conversely, in a good 
year this figure may rise to as much as £300 million. 

Overseas Investments in 1029. 

According to the Midland Bank figures, money subscribed for 
overseas issues in liondon in 1929 was £94, .347, 000, excluding 
issues made for conversion or redemption. The figures for 
repayment given in Table II include, however, certain sums 
repaid by the Australian and New Zealand Governments from 
funds raised by new issues in 1929. T'he incjlusion of these funds 
brings the Midland Bank total to £105, .597 ,000. Tt appears from 
the interest payments m.ade on certain of these new issues that as 
great a proportion as 9*56 per cent, was paid tax free to foreigners. 
Applying this percentage to the total new money subscribed, 
the British subscription to sterling issues in 1929 was £95,475,000. 
If then we deduct the sum of £48,452,000 re])rosonting capital 
repayment, and therefore automatically available for reinvest- 
ment, the new money invested in this class of security amounted 
to £47,020,000 for 1929. The following table facilitates com- 
parison with previous years : 

(£000,000’8.) 

1929 47 

1928 108 

1927 134 

1913 243 1 

These figures disclose the striking decline that has taken place 
in our annual new overseas investments, not only since 1913, 
but also since 1927. It is important, however, to remember that 
they do not give an accurate picture, but rather an indication of 
the position of our annual investment overseas, since they exclude 
the money absorbed annually in the net purchase of existing 
securities, or invested in new issues made entirely abroad. With 
regard to the bonds of Fc^reign and Colonial Governments and 
Cor])ora lions, apart from a gradual repurchase of securities by 
foreign nationals, very little change in ownership during 1028 
and 1929 is noticeable, but, as has already been stated, the practice 
of investment in securities not quoted here is growing, and the 
new capital invested in this way is not easily ascertainable. But 
it is certain that the diminished attractiveness of overseas invest- 
ment in 1929 as revealed by the above figures, and the heavy 

1 The figure for 1913 is adjusted in accordance with the index-number of 
wholesale prices for 1920. 
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liquidation of American securities accompanying the Wall Street 
crash, were reflected in a like decline in investment in this form 
of security during that year. This general decline in overseas 
investment is particularly serious at the present moment, when 
Britain is struggling to maintain her export trade, since her 
income from this item is becoming increasingly important as a 
means of paying for imports, which tend to grow steadily with 
the growth in population. This income, calculated at £231 
million for 1929, in view of the subsequent world depression will 
almost certainly fall by something like £70 million to cabout £161 
million for 1931, thus still further emphasising the great need 
for building up these investments as a bulwark against bad times. 

It has not been possible in this analysis to throw much light 
upon the changes that have taken place in the nature of our 
investments overseas during 1928 and 1929, except in the case of 
the securities of Foreign and Colonial Governments and Cor- 
porations, where the results for 1929 were obtained by the same 
methods as those used for 1928. Further inquiries which I liopc 
to undertake will render possible a more complete survey of these 
changes. Meanwhile, in response to many requests, it is hoped 
in a later article to analyse the results contained here on a 
geographical basis, so as to obtain an indication of the volume 
of British investments in particular colonics and foreign countries. 

Kohert Ktxderslev 



SILVER 

A Study in Monetary Stability 

The purpose of this article is, first, to attempt to explain the 
recent phenomenal fall in silver values ; secondly, to discuss the 
effect of low silver values on world trade; and thirdly, to dis- 
cover what remedies are feasible and useful. 

The price of silver has declined in five years from 32d. to 13ci. 
per oz. Both in India, where silver is hoarded wealth, and in 
China where it is the exchange standard and the monetary reserve, 
this occurrence has consequences (affecting almost half the world’s 
population), which merit quite elaborate analysis. 

A typical year’s consumption will be divided between the 
various uses in th(5 following proportions : industry 20 per cent. ; 
Indian hoardings 37 per cent. ; Chinese uses 35 per cent. ; non- 
Chinese coinage 8 per cent. 

The main Chinese uses are coinage, note and bank deposit 
reserves, a little jewellery and uncoined circulating silver. 

There is a rough correlation between silver prices and the 
usual wholesale price indexes, which gives the clue to the nature 
of the former. The 20 per cent, of silver used industrially exhibits 
cyclical fluctuations it is true, but we must ])ay more attention 
to India (37 per cent.) and China (35 per cent.). The Indian 
hoarding demand naturally varies with cTop prices, and import 
prices are lowered so far as India’s capital loss, when the price 
of silver falls, increases the disposition to save. The Chinese 
relationship, which we elaborate below, is more direct. So far 
as Chinese internal prices are sticky, the price of silver, as Chinese 
exchange, must vary so as to produce, amongst other cffe(’ts, 
an equilibrium of exchange. Thus a fall in silver is a reflection 
of lower export prices, and in tuni spoils the (^hina market for 
imports. This relationship does not exclude tlie possibility of 
a fall in silver proceeding from ini*rcascd supply, l)ut determines 
the proportion of it which must be taken by China, llouml about 
1928 demonetisation sales of silver produced this situation, and 
carried the price of silver lower than necessary to balance China’s 
exchange. Since 1929 production has declined considerably, and 
demonetisation sales a little, yet nevertheless the price has 
declined even more steeply, cither because the reduced total 
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supply is still too large for India, now affected by the fall in export 
prices, or because this fall, bearing on China, has automatically 
depreciated silver. 

Over this period, and indeed for many years past, the Chinese 
price level has been rising (15 per cent, in Northern China since 
1926, but probably less elsewhere ^). Turning first to causes 
unconnected with silver, we find the destruction of supplies by 
banditry and war; then the customary increasing issues of in- 
convertible notes, and tliirdly, specific issues, no more convertible, 
by War Lords. Among the (uuises connected with silver we find 
under-valuation, which raises tlic prices of imports. Since this 
under-valuation, from about 1924 onwards, has been relative to 
Chinese costs and prices (though the latter have risen), it will 
have curtailed imports, if the demand is clastic. 

We have already noti(^cd a special case (the demonetisation 
sales) which increased Cliina’s import of silver. This was probably 
automatic, and much of the silver, accpiircd in practice by specula- 
tors, is lying in Slianghai. The rest was put into the coinage. Since 
the flood of notes raised prices, presumably more coinage would 
be rocpiircd for transactions customarily made in the metal. In 
commercial China, where the expansion of trade has been greatest, 
inconvertible paper is a minor factor, and probably the need for 
coinage has been given by the greater volume of transactions and 
by the rise in prices occurring, if the greater activity, largely in 
local manufacture consequent on under-valuation, increased in- 
vestment, or if the ])roducts of this exchange-protected manufac- 
ture were sold at practically the same price as the remaining 
imports. 

Before proceeding, it is as well to recollect the liability of 
China to fortuitous inflations. The average silver reserve for all 
China’s note liabilities is probably not more than 3 per cent.- - 
wo may suppose that to be the meaning of iMr. Jvann, author of 
The Currencies of China, when he states - that the existing silver 
will cover only 3 per cent, of China’s paper. In the coramcrical 
areas, however, the reserve ]>roportion is no doubt higher. As 
the banking syst(‘m gfiins stability and adot>ts \V^c.st(*rn ideas of 
respectability, the demand for silver sliould bo increased, l^^or 
the time being it is curious to notice that the Nanking (Jovern- 
ment has been making laborious efforts to unify the coinage, 

' Vida Hilvvr and Chimt (King, IIKJO), p. .In. I have U8(?<1 soinn of 

Mr. Pinnick'n inatorial on China in vuriouB places wiiore spocific a<*knowIodgmont 
is cumbrous. 

* la Finance and Commerce, Siiatighai, 1930, quoted Pimiick. 



19311 


SILVER 


387 


though this reform is diluted by the continuance of medijeval 
chaos in the matter of note issues. Issues of silver alongside in- 
convertible paper are no substitute for banking regulations, since 
the silver is likely to be withdrawn into hoards. 

On the subject of China’s ability to import silver, in its aspect 
as a transfer problem, we may surmise that under-valuation has 
tended to increase the gold balance of trade, since both China’s 
demand for imports and the world’s demand for her exports are 
probably cpiitc clastic. On the other hand, civil war has dimin- 
ished the inflow of loans, and gold export prices have been falling. 
For these reasons there has been a tendency, proceeding from 
China outwards, for Chinese exchange — silver— to depreciate; 
though since the demonetisation sales of silver it is possible that 
further depreciation, ])roceeding largely from India, has overtaken 
the Chinese tendency, and, until the deptli of the slump in export 
prices, created a tendency towards a favourable balance of trade, 
satisfied by larger imports of silver. But the underlying relation- 
ship is that the price of silver must be such as to balance China’s 
international account, including import of so much of the metal 
as that price will not commend to other markets. 

There is a latent assumption here th/it tJie Chinese price level 
is fixed (or independent) and that the exchange gives way instead. 
It may well actually do so, sini'c there may be variations in the 
inflow of silver (which need not bo an initial cause of changes in 
the price level). »So far as the price of silver is, in fact, less fixed 
than the Chinese jiricc level, the relationship given above provides 
China witli the simplest of all methods of olitaining exchange 
equilibrium, for there need be no painful efforts to adjust pi’ices, 
nor the eml)arrassing (‘onsequenees of such adjustment. A fall 
in the ])rice of silver (|)rocceding from exchange ditHculties) both 
oilers the excliangc advantages of under-valuation ami ciu'tails 
im])orts of silver. But should the fall in the price of silver pro- 
ceed from an increase in supply, not compensated by an expansion 
of non-Chinese demand, then China’s foreign balance is increased 
and more silver is taken.^ The demonetisation sales did this; 
remonetisation might have diminished the balance, ilorcover, 
movements either way arc exaggerated by the fact that the silver 
yield of the customs collections pledged to the service of the foreign 
debt must be increased (or decreased) as the ]>rice of silver falls 
(or rises), so that imports must be increasingly curtailed (or 
permitted to expand). 

* At least such a proportion of tlio iiicri'ftsod supply as the rosultiiig prico 
(loos not push on to tho othor markets. 
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It is clear so far that China has had occasion to, and been able 
to, import silver in circumstances not directly dependent on the 
attractiveness of the price, for the price is constant. To what 
extent price is an attraction in the other markets is a matter of 
more than ordinary uncertainty. The coinage and art demand is 
very inelastic. The Indian demand may have more than unit 
elasticity. But the aggregate market is not elastic, it seems 
quite clear, and into a non-elastic market have been plunged the 
demonetisation sales. 

Not only has the demand declined, but the supply increased, 
since the coining countries, other than China, have ceased new 
coinage and started to ofHoad surplus silver. The average coinage 
demand, apart from India and China, has been 42 million oz. 
from 1920 to 1930, but in the last six years the average has 
fallen to 28.^ India appears not to have bought any silver for 
coinage since 1920. On the other hand, the extra supplies coming 
mainly from Government disposal have averaged 37 million oz. 
for the eleven years, and 63 million oz. for the last three years. 
For these three years taken together the disposals have amounted 
to three-quarters of an average yearns j)roduction calculated over 
thos<^ same throe years. 

These disposals started a few years after the war, when, 
owing to the rise in the price of silver to a level which threatened 
the token system of British and other subsidiary coinages, these 
coinages were debased. The British fineness was redu(*ed from 
•925 to *500, which in the years 1920-29 has yielded 95 million 
oz. of silver for sale. And of course a falling price level makes 
some subsidiary coinage surplus, giving room for extra disposal. 
Instead of buying an average of 21 J million oz. as before debasj'- 
ment, the Mint has since debasement sold an average of 9 million. 
No less than 11 million oz. was sold in 1929. Franco and 
Belgium between them have sold 87 million oz. in the last four 
years, and Indo-China 50 million. Indo-China is said to have 
finally abandoned silver and has turned to gold exchange. This 
switchover has largely been caused by fears of silver (lumping. 
India in four years has sold 103 million oz. On the reasonable 
assumption that sales since 1928 have been a cause of the silver 
collapse, India, Indo-China and France appear the most implicated, 
with Great Britain and Belgium runners up. For the European 
countries, debasement and redundancy have supplied the motives ; 
for Indo-China and India, the movement towards gold. 

^ Theso ostimatos, and many others scattered tlirough tliosc pages, I have 
by courtesy of Mr. Joseph Kitchin. 
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But India’s journey towards the pure gold standard is not 
enough to explain the disposals of silver and the degree of 
redundancy now attached to the old silver reserve. It is true 
that gold, gold exchange and foreign securities are replacing this 
reserve, but probably the origin of the redundancy was the pur- 
chase of nearly 200 million oz. from U.S.A. in 1920 to support 
the high prices and satisfy India’s balance of trade accumulated 
during the war. This silver has more than lost its usefulness 
in the subsequent fall in prices. 

The Hilton Young programme of 1920 was to diminish the 
silver reserve of 85 crores of rupees (293 million oz.) to 70 crorcs by 
the time the proposed llcscrve Bank was established ; then to 50 
crores three years later ; to 35 crorcs six ycam later ; and finally 
to 25 crores (86 million oz.) ten years later. But by the l^eginning 
of 1928 the silver reserve had increased from 85 to 110 crores, 
and the totals already mentioned were then all raised 25 crores 
(in the Reserve Bank Bill of that date) so that the same quantity 
was left to bo sold, or retained in case i)rices rose. Yet since 
1928, despite the disposal of 30 crores, the reserve has risen to 
129 crorcs (443 million oz.) by a further accession of 19 crores, 
and it is still increasing. The total net accession since the date 
of the report has been 44 crorcs (151 million oz.)“-52 per cent, 
of the original reserve. 

The first feasible explanation is redundancy of silver occa- 
sioned by the fall in gold ])rices. This diminishes the turnover 
requiring to be supported by silver, even though silver is the 
princijial ciiiTency. Since 1926 circulating silver and paper 
rupees together have declined by 1 16 crorcs from 427. and included 
in this figure is the 74 crorcs of silver ru])ees mentioned abov'c. 

The second explanation is that if any Indians are disposed 
to bull silver, it will pay them to exchange rupees for imported 
silver, because though silver may rise, the rupee cannot. 

Thirdly, many Indians may Jiave lost confidence in the rupee, 
either because its intrinsic value has fallen, or because they fear 
that the U. Gd. ratio is doomed. 

At this stage we may sum up by saying that in circumstances 
of noil-elastic demand, the available si][)j)ly of silver was tre- 
mendously increased by the policies of seieral CJoverjiments 
acting very largely haphazard. It is clear that the Indian Govern- 
ment’s method of selling gently and “ placing the silver gives 
no more than temporary support to prit^es, and tlic disposals of 
the last two years have indeed apiieared to be callous. The 
market has been demoralised, and prices would have fallen even 
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lower but for China, which automatically takes more silver if 
the price is lowered through external causes. 

China has been reproducmg the sweated prosperity of post- 
stabilisation France, and may in the end gain, for local textile 
and other industries seem to be developing. But railway material 
becomes dearer and transport is more important than even low 
gold wages. For the time being, also, China is deprived of useful 
imports for consumption, and the commercial areas are feeling 
the pinch of dearer imported food, like rice. 

India loses 25 per cent, of her hoarded wealth, and the money- 
lenders have a harvest of foreclosures, with consequences almost 
as favourable to the revolution as the 1^?. 6d. rupee, succeeded 
by the collapse in wheat, cotton, sugar, jute, and other Indian 
exports. 

Yet China provides the more subtle problem, and has puzzled 
Lancashire. The 1030 customs collections translated into gold 
were 12 per cent, less than in 1929, although, from January 1030, 
the collection was put on an assumed gold basis, that is, stitVened 
up in proportion as the price of silver fell. Reference to the course 
of silver prices, and a little arithmetic, show that actual imports 
must have declined iiearly 20 per cent. During 1931 the decline 
continued. The 1929 export iigures were 25 per cent, better 
than 1028, tlion steady to 1930, and have since diminished. 

If Cliina had been on a gold standard, we may sup])ose that 
her foreign balance would have declined in the slump, like Aus- 
tralia’s. There would be only two ways out, to compound the 
external debt, or to curtail the imports of something. Since 
extreme pressure Avould have been on tJic CJoverninont and the 
banks, we may conclude that silver, for new coinage and reserves, 
would have been dispensed with (and on our assumption there 
is no extra need for silver arising out of promiscuous inflation). 
As it happens, it is cotton goods, railwJiy w^agons, and rice that 
have been foregone, both through the mechanism of the exchange 
and the need to- maintain customs collection in gold values, it 
is impossible to calculate whether the silver imports, now per- 
sisted in but postponable, would make a balancing factor large 
enough, were China on gold exchange, to provide, if these imports 
stopped, for the continuance of both merchandise irni^orts and 
of external debt payments, without cither encroaching on the other. 

This is a matter for statistics, which are not available, but 
we may reasonably guess that though being on gold would not 
have ruined China, for there was room to dispense with silver and 
some other imports, yet the variable silver standard has had the 
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advantage of providing automatically for China’s solvency. As 
it happens, demonetisation sales, together with the variable 
tariff, have, until exiiort values declined, increased China’s balance 
of trade. 

Had there been no demonetisation sales, 1930 might have 
witnessed such a decline in the foreign balance as to curtail the 
import of silver. Remonetisation jiurchases might have obliter- 
ated this import, or caused an export, leading to deflation. But 
it is hard to imagine any such circumstances capable of causing 
greater deflation than would have ensued from adherence to 
gold, and, in fact, no deflation has been necessary. The actual 
inflation has been amply covered by the demonetisation sales 
and may have been provoked by them. So far, the automatic 
system has held togetlier. 

However, the Kemmcrcr Commission (1929) reported in 
favour of a fixed (gold) exchange. This was not an occasion for 
surprise. American ecronomists rec?ognise at least amjilj’’ the 
virtues of a stable excliange^ But the exchange problem is only 
one of three. As Binnick })oints out, there arc the separate ques- 
tions of unih'ing the coinage and of introducing S3'Stem and safety 
into th(i note issues. Dr. Kemmerer’s proposal for unification is 
to introduce a token coin, the sun (l6\ 8(1.) (about 70 per cent, 
full-bodied). The Sim-yat-sen dollar now being issued is just as 
useful for mere unification. 

The systematisation of note issues must await the extension 
of centralised control over the provinces. Stabilising the ex- 
changes involves tokenising the coins, otherwise the gold standard 
reserve will be at the mercy of future falls in the cxtcnial ])rice 
of silver. It would be the bimetallic svstem with divergences of 
the values of gold and silver satisfied not by the export of one 
metal and import of the other, but l\v violent and sudden fluc- 
tuations in the gold reserve. A token coinage would guard against 
this, but Ivemmercr's ju^oposals have evoked no enthusiasm in 
China, where it is recognised that the sentiment of tlie people 
is strongly against any coinage but full-bodied. 

The method by which Kemmerer hoi)es to accumulate a gold 
standard reserve is also open to criticism. In part it would be 
immediately jirovided by taxes on local financial business, but 
short of a foreign loan it is difficult to see how the transfer could 
be made to London and New York, The other part of the re- 
serve w'as to come from seigniorage profits, that is, sales of sur- 
plus silver. On the reasonable assum])tion that non-(^hinese 
demand for silver has unit elasticity, and that China ceases to 
No. 163. — VOL. XLI. D 
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buy, then the optimum rate of sale is such that even the modest 
sum of £20 million can never be accumulated in less than five 
years.^ The resulting price would wreck the silver market and 
put producers out of business for a generation. And the ad- 
vantages of the gold exchange system arc not sufficient to justify 
forcing the Chinese to accept token coinage, and ruining every 
Indian or Chinaman who lias silver wealth or coin. Much more 
important for China is the unification of, and iinx)osition of 
legislative control over, note issues. The evils of comi)lcte chaos 
in these matters are obvious — those of exchange instability, 
hypothetical at the most. 

For the remainder of the discussion we will assume, despite 
Kcmmcrer, that the silver standard is politically essential and 
economically desirable. The essence of it is the entire freedom 
of the j)rice of silver, cxccf)t so far as the exchanges can he kept 
level by (a) variation in indebtedness, (b) variation in the import 
of silver, or (c) variation in the price level, x)erhaps proceeding 
from (6). As to indebtedness : the ability of China to raise 
fresh public loans is little enough, though there are fluctuations 
of trade credit. Existing loans i^robably cannot be i)aid off 
without special effort, since the circumstances whicli make it 
possible to effect the transfer, increase the silver l)nrden. Ilut 
the import of silver should be variable without much harm, and 
it is not for certain wedded to the jmee level. The i)rico level 
ought to remain as indei)cndent as i)ossiblc. This would be 
feasible in most ordinary cases, even if the [)rice of silver wen'- 
not uncontrolled, X)rovidcd that price level were not being inflated, 
or if export values did not fall so low as to lead to the export of 
silver. If the jjrice of silver were controlled, silver might have 
to be exported in the severest cyclical cases. This would clearly 
be to China’s disadvantage. On the other hand, lack of control 
upsets the producers, and India, From the non-Chine.se point 
of view, control of sorts is the o}>vious aim, and witliout attempt- 
ing to a.sscss whether China’s convenience should be suppressed 
for the purpo.se, we w'ill i)rocecd to canva.s.s the pos.sibilitics of 
stabilising silver, and of rehabilitating it. 

To devise control requires the gift of x)roi)hecy, and the 
most we can prophecy about the silver world is that, like every- 
thing else, it Avill no doubt settle down to some long-i3eriod 
equilibrium, probably on the basis of silver 30 jicr cent. cheai)er 
than the realised post-war average. In the meantime, however, 
we can attempt short-range prevision, following Mr. Kitchiii. 

^ Much longer, if India continues selling, or if thoro wore a flight from silver. 
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The now supply fell away nearly 8 ijer cent, in 1930, and 
1931 is expected to show a further 11 per cent, curtailment, 
though by itself this reduction in supply will not cope with the 
tremendous fall in price. The Indian hoarding demand should 
help to support prices, as it probably has more than unit elas- 
ticity, but, on the other hand, the tariff on imported silver has 
been raised from to GJd. per oz., in an effort to support 
home silver prices. The industrial demand will probably revive 
as the trade cycle swings upward. The coinages of the Western 
world will probably provide a little now demand in the future, 
especially as prices begin to rise, and Europe is at the end of 
debasement. The Chinese demand will depend on the improve- 
ment in export business. Not much can bo hoped for until 
general revival comes, which in turn will increase the supply of 
silver, since 70 per cent, of it is a joint product with base metals. 
So taking all these factors into account, and combining them with 
a prospect of further sales from India, the future of silver values as 
it must be visualised to-day is not at all attractive to i)roducer 3 . 

Such a situation seems to indicate the need of a valorisation 
scheme. But the producers arc scattered ; they deal in a most 
uncertain market ; their iDroduct is not i^roduced for its own sake, 
so that mining of it cannot be deliberately curtailed, except so 
far as ores arc now worked which are richer in (say) copper and 
poorer in silver; and lastly, the pure silver mines, mainly in 
Mexico, would wish to be included, but no price that would 
remunerate them could feasibly be chosen. 

It is essentially a task for Governments and Central Banks. 
The American Government ])ouglit silver just for the sake of 
rehabilitating it, from 1878 to 1894. Various American experts 
are recommending the same course to-day ; the Democrats and 
a number of Republican Senators are said to be in favour of it. 
On a number of simplitiod assumptions, the detail of which is 
not rehjvant, the cost of getting silver up to 30rf., everything else 
equal, would be in the neighbourhood of £12 million. It would 
be a bargain for the countries that export to India ; and to Gliina, 
so far as this business was preferred in China to tlic import or 
retention of silver. 

Then there is a scheme that America slioukl accept, say, 
10 per cent, of war debt payments in silver at 18rf. Tliis would 
X)lease Nevada ; look like aid to Europe, yet not amount to can- 
cellation ; case the gold liroblem, and satisfy everyone. But the 
silver problem will be past its w'orst by the time the various war 
debt payments arc resumed. 

D D 2 
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Another possible scheme for killing several birds with the one 
stone would bo world bimetallism. Some of the difficulties would 
be avoided if Central Banks had the option (preferably exercised 
in concert) as to which metal at any time they would sell. 

For the time being, however, some will take comfort from the 
thought that the Indian Government’s sales of silver are not 
popular among tlie local politicians. There is a possibility of 
their being discontinued (at a ssicrificc of proi)ably not more than 
£1^ million per annum at the most), either when a further instal- 
ment of home rule is granted, or when the bill for the establish- 
ment of a Central Banlc comes up for further consideration. 
In all reasonable probability, the revival of India’s home trade, 
following the rehabilitation of silver, would restore the public 
revenues, despite the apparent loss. It is inconceivable that the 
recovery in the value of silver lioards would have no cffci;t on 
the dLsposition to save out of income and make good the ca|)ital 
loss. Moreover, dearer silver miglit in the particular case of India 
impinge on quite an clastic demand, and thus relieve the exchanges 
from part of the burden of importing it. 

But India’s gain, to bo of consequence, Avould require a price 
of silver which so appreciated the exchange of China as to involve 
the export of silver, and deflation or default. 

Joux Kikk 

King's CoUejge, 

(kmbridge. 



MR. KEYNES’ THEORY OF MONEY 

1. “ This book . . . has occupied me for several years . . . 
during which my ideas have been developing and changing, 
with the result that its parts are not all entirely harmonious 
with one another.” It is this and the following sentences from 
Mr. Keyjics’ preface to his Treatise on Money which embolden 
mo to try to set in order the difficulties which I feel about some 
parts of the fundamental apparatus employed in that work, in 
the hope that my criticisms may throw a little more light on 
what remains a field of appalling intellectual difficulty, and even 
perhaps assist the author himself towards giving to his fertile 
and penetrating ideas that harmonious synthesis of which he 
seems conscious that they still stand in need. What follows, 
therefore, is in no sense a review of this many-sided work as a 
whole; it is concerned only with the fundamental argument 
developed mainly in Books III and IV, and only with those parts 
of that argument which have reference to a closed system. 

2. My first dilliculty is to be sure exactly how' much Mr. 
Keynes claims for the ** fundamental equations ” which are the 
main instrument of his analysis. Sometimes, as in Vol. I. 
pp. l.‘hS and 222,^ he seems merely to urge that while, equally 
with the old quantity equations, they are formally mere truisms, 
they are better designed than the latter for elucidating the causal 
l^roccsses at work. But on other occasions ho makes the more 
ambitious claim that they exhibit the operation of forces which 
can by no possibility be revealed by the use of the older methods, 
so that his methods have the merit not merely of being neater or 
moi*o instructive, hut of leading us to a right result, while the 
older methods w ould have led us to a w rong one. Thus on p. 147 
W'e are told that it is even conceivable that the cash deposits, 
the savings deposits, the velocities of circulation, the volume of 
inonetaiy transactions and the volume of output may remain 
the same, and yet that the price-level of output may alter. This, 
it is admitted, would be an extreme ease; but even in ordinary 
cases ” the degrees of change in the quantity of money, the 

^ To savo imbrarablo i)rolixity, T must take lonvo to assiimi' tliat llio ronder 
studios this ariiclo witli Mr. Koyiios* voluiuo close at liniid, and is familiar with 
its terminology. The page references are to Vol. 1 except whore othorwiso 
stated. 
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velocities of circulation, and the volume of output will not be 
related in any definite or predictable ^ ratio to the degree of 
change in the price-level of output.” The superseded equations 
are thus suddenly degraded from the rank of truisms to the rank 
of untruths. 

The same motif recurs in the prelude and the epilogue to the 
valuable statistical discussion which goes to make up Book V. 
In the former we are bidden to distinguish (II. 4-6) between 
“ monetary elements ” and “ investment elements ” in the left- 
hand side of an equation whose right-hand side is the total value 
of output. In the latter (II. 89) we arc given an index intended 
to represent the variability of the “ turnover of the industrial 
circulation,” that is, of the totfil quantity of money expended 
annually upon the preparation and purchase of output. Dividing 
this index by an index of output, we get a price-level ; and we 
are asked to believe that the divergence of the actually recorded 
price-level of output ^ from this theoretical price-level is a measure 
of the potency of forces, comiected with the relation between 
savings and investment, whose presence the concepts of quantity 
of money and velocity of circulation, combined into the concept 
of “ turnover of industrial circulation,” arc inliercntly impotent 
to reveal. 

My grounds for believing this assertion to be baseless, and 
the alleged dichotomy between “ monetary ” and “ investment ” 
elements to have no reality,^ will appear more clearly when I 
come to consider Mr. Keynes’ second fundamental equation. 
Meanwhile, I am only indulging in a preliminary appeal to him 
to make clear from the outset whether, in his dealings with 
“ velocity ” equations, he conceives himself to be infusing life 
into truisms or refuting untruths. 

3. I have not much to say about Mr. Keynes’ first equation — 
that which deals with the price-level of consumption-goods. He 
employs, it will be remembered, the following concepts and 

^ The collocation of these two words sooms to mo to croato prejudice. Tlioro 
are many concepts in economics which aro porfoctly definite, but which cannot, 
in tho present stage of our knowle<lgo, bo utilised for the purpose of prediction. 

* As a measure of this, Mr. Keynes, for reasons which seem inadequate, uses 
the wholesale index. Ho desires to exclude sorvicos, which aro excluded from 
his index of output, and therefore rejects his own “ consumption-index,** which 
indeod, as tho reader can sco by testing for himself, gives a plainly ridiculous 
result. Hut oven so, surely tho retail price-index would havo been a bettor 
approximation. 

* »Soe, for another curious illustration of this dichotomy, II. 70-80, whore 
the tendency of traders, in time of boom, to oconoiriise in their holdings of cash 
in order to expand their investment in working capital is treated as a ** monetary 
element ** and contrasted with influoncos on the side of investment. 
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symbols. E = the total of money earnings or income ; 8 = the 
part of E not spent on consumption-goods ; 0 — output, made 
up of available output or consumption-goods, and 0, “ invest- 
ment ” or additions to capital; V == the part of income earned 

n 

by the production of C, t.e. ^ P — the price-level of R. 
Then starting from the proposition E — 8 = PR (i), we reach by 

p jf a 

easy algebra the result P = = - . __ (ii). 

J\ 

Equation (i) is of the Fisherine ty|)e, ?.e. it equates the flow 
of money devoted to the purchase of a certain type of goods 
during a period with the flow of goods of that typo becoming 
available for purchase. And equation (ii) derived from it is well 
adapted to show the effect of changes in the distribution of a 
given income between saving and cxi)cnditure on consumption- 
goods. I am not sure that it is so well adapted to show the 
effect of the kinds of changes in which, in a study of short -period 
fluctuations, we are most interested. Thus, suppose a Govern- 
ment or banking authority creates new money by way of doles, 
it is clear that tlic stream of expenditure devoted to consumption- 
goods will be increased, while income in Mr. Kejmes' sense 
(/.e. sums earned by the production of output) is unaffected. 
Hene(i in this case the equation fails us.^ In the more important 
case in which both income and non-available output are increased, 
through the payment of new money to factors of production 
which are drawn into employment in order to build up increments 
of working capital, the equation stands; but the inference 
drawn from it — that a change of this type affects in the first 
instance only the second term of <?quation (ii) and not the first — 
is only valid on the assumiflion that the change can be effected 
without bringing into play the law of diminishing returns. For 
otherwise, since a unit of output is defined as being that output 
which has a given cost of production at the base date, E will be 
increased out of proportion to (K and the first term of the equation 
will rise. 

4. 1 pass to tlie second fundamental equation, which intro- 
duces us to P', the price-level of C, and //, the price-level of (K 
PR -I- P'( ^ 

Wc have // = — — (i), wdience by easy algebra 77 — 

^ 4- ^ (ii) where / — P'(\ the value of “ investment.'’ 

' My attoiition was first drawn to this point by Mr. A. Oolodotz of Trinity 
Collogo, Cambridge : nor do I claim discovery of tho point which follows. 
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The main thing to notice about (i) is that of all the truisms 
in which the theory of the value of money has been formulated, 
this is the most truistical. For it does not, like the Fisherine 
type of equation, direct our attention to a phenomenon of the 
market, nor, like the Marshallese tyj)e, to a phenomenon of the 
mind ; it is simply the formulation of a weighted average. This, 
while it is a little surprising in an equation whose claim to 
superiority over its predecessors is made to rest on its superior 
efficacy in directing our attention to the causal processes involved, 
is not, of course, in itself a condemnation. It merely means that, 
as Mr. Keynes admits, we must look outside the equation for an 
account of the forces determining the crucial term P\ But it 
is, I think, the main source of wctakness in the whole structure 
that Mr. Keynes has nowhere thought it necessary to reduce the 
forces determining P* to an equational form. 

Before approaching directly the problem of P\ we may for a 
moment pause over a statement on p. 130 about the relation 
between P and which may have hung up others besides the 
present \\Titer. ‘‘ The price-level of consumption-goods,” we 
there read, “ is entirely independent of the price-level of invest- 
ment-goods.” This is true in the limited sense that each price- 
level depends proxiinatcly on the flow of tlie relevant class of 
goods and on the flow of money directed to its purchase. But it 
is rightly conceded on p. 143 that both U and the flow of money 
directed on to R will themselves bo influono(‘d by the level of 
P' ; and it is urged on p. 152 that the conditions of equilibrium 
of P include equality of S with /, i.e, with the mine of (\ not 
merely with its amount. It seems, therefore, that wo need not 
take the statement on p. 136 too much to heart. 

What is P' ? It is the price of “ investment,'’ whi(?h by 
definition includes incremento to working capital as well as now 
machines or “ capital goods.” ^ But this composite nature of 6’ 
is not always, I think, sufficiently romembered. Thus the argu- 
ment connecting P' with the rate of interest, which is first stated 
on }). 154, and to which I shall return, is relevant only to the 
price-level of that part of C which consists of new machines. 
The price-level of increments of working capital is a somewhat 
elusive notion. Sometimes (p. 314) Mr. Keynes treats the price- 
level of working capital rw a whole as being practically identical 

' Inoidontally, “ production of consumption-goods ** on p. 134, lino 19, should 
roftd “ 7)rodiiction of availablo output,” sinco tho former phrase liiis boon dofinod 
on p. 130 to includo arlditions to working capital in consumption -trades, and 
thus to overlap with “ investment,” with which on p. 134 it is contrasted. 
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with the price-level of raw materials at wholesale. But the 
more natural interpretation of the price-level of increments of 
working capital is that it is the price at which the entrepreneur 
buys from the factors of production the additions which they 
make to the total of goods in process, i.e. is the “ cost of pro- 
duction ” of these additions. This “ cost of production ’’ is 
ex hypothesi invariable, i.e. the value and the cost of this part of 
C are necessarily identical. 

This fact, elsewhere ignored, is skilfully utilised in the cele- 
brated banana jjarable (pp. 176 ff.), where it is tacitly assumed 
that the only form of “ investment ” known is the creation of 
increments of working capital, and nothing is said about the 
existence of any normal output of new machines, such as is 
characteristic of an ordinary modern community. If in Banana- 
land there is such an output, it is at least possible tliat the public, 
when it decides to “ save,” should bid U 2 > the price of the current 
output of mechanical banana-cutters. Tn this event, while 8 
exceeds /' it will not extjced I — the price-level of output as a 
whole will not alter, and the losses of the banana-growers will be 
balanced by the abnormal profits of the banana-cutter-makers. 
But if the only kind of investnumt ” which people c.au buy is 
the normal annual increment of goods in process, whose price is 
prevented from diverging from its cost of production by the rule 
that the incomes of the factors of production must not alter, then 
indeed it does follow that an exce.ss of 8 over /' involves also an 
excess of 8 over /, and that the additional savings of the public 
must remain unspent.^ 

5. Except in the banana saga, Mr. Keynes, like most writers, 
envisages a considerable output of new machines as a normal 
feature of equilibrium. I am not indeed sure that ho fully takes 
account of the features whicli sharply dilTorcntiate an equilibrium 
so conceived from the so-called stationary state but of that 
more anon. We can, 1. think, take it that it is usually of the 
price of new machines that he is thinking when he speaks of P\ 
the price of “investment” or “ non-availabic output.’ But 
during a very crucial passage of the argument (pp. 140-46). a fog 

* AVliilo this is tho comment on Mr. Keynos’ baniiim fable most relevant 
to my own thom(', it is not, 1 think, tho most fiimlamental answer to his dilemma, 
which is to bo found rather along tho Bdhni-Jhiwerekinn lines explored by ])r. 
Hayok (“ Tho * Paradox ’ of Saving,” Economica, May inill ). The flooii of savings 
will ultimately find its vent in faeilitnting tho mort' rournlabout methods of 
production mado profitable by tho accompanying fall in tin' rate of interest. I. 
should not agreo with Dr. Hayok that this solution has much relevaiico to tho 
problem of cyclical depression; but then Mr. Jvoynos’ legend seems to bo not so 
much ono of cyclical depression os of secular decay. 
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is created through the use in close collocation of the word 
investment ” in this technical sense {e.g, p. 144, line 23), the 
words “ new investment goods ” in the same sense (e.g, p. 145, 
line 23), the word investments ” in the more ordinary sense of 
stock exchange securities (p. 142, line 30), and finally the words 
“ new investments ” (p. 143, line 18) in a sense which I must 
leave it to the reader to determine. Under cover of this fog we 
are guided towards the impression that there is no distinction 
between the price-level of existing stock exchange securities and 
the price-level of new maelunes. This view is indeed definitely 
and rightly repudiated Ji hundred pages later (p. 249), where we 
read, “ Nor docs the price of existing securities depend at all 
closely over short periods either on the cost of production or on 
the price of new fixed capital.” But it is to be feared that the 
damage has been already done, and that this wave of fog is 
partially responsible for what is, in my judgment, the crucial 
defect in Ab*. Keynes’ analysis. For it is on p. 145 that the 
conclusion is reached that, if P declines owing to an excess of S 
over then, ei:en though there is iw increme in the disjiosilion to 
hoard money nns'i^eni, tliere need be no counterbalancing rise in 
P', and there will therefore be a fall in 77, the price of output as 
a whole. 

The .argument adduced in support of this paradox is that “ if 
the value of the new investment-goods is less than the volumes 
of current savings, entrepreneurs as a whole must be making 
losses exactly equal to the difTerence,” and will finance thi\so 
losses by selling securities to those who have surplus savings to 
dispose of. But the fact which this argument suppresses is that 
such a state of affairs cannot come about except as the result of 
an act of “ hoarding,” t.e. of holding back unspent part of a stream 
of money which is normally spent, on the part of some one. 

We must, I think, ])icturc equilibrium us a state of affairs in 
which two streams of money rfidifitc outwards from “ the public,” 
one (A) passing through the dealers in consumable goods to the 
producers of consumable goods, the other (B) passing through 
the dealers in securities into the hands of company promoters and 
the like, and through them to the producers of new machines. 

The public,” it is true, buy for the most part existing securities 
and not new issues; but it is a commonpl.ace that it is only 
through their willingness to invest their savings in existing 
securities that money is set free in the hands of more adventurous 
persons to finance extensions in the njition’s stoek of real instru- 
mental capital. Now suppose “ the public,” feeling an increased 
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desire to save but not to hoard, switches over a streamlet of 
money from stream A to stream B. The price of consumable 
goods falls, and we may accept provisionally Mr. Keynes’ con- 
tention that their producers realise “ losses.” But unless there 
is a hitch-up in the movement of stream B, either in the hands of 
“ the public,” or in those of the dealers in securities, or in those 
of the promoters, etc. who spend the proceeds of new issues, the 
stream B will be augmented to a precisely similar extent, and the 
producers of machines will in any period make “ profits ” pre- 
cisely equal to the “ losses ” of the producers of consumable 
goods. If, therefore, an impoverished bootmaker hurries on to 
the market with a block of War Loan to sell, the buyer (if any) 
who will rush to meet him will bo not a member of “ the public,” 
but (say) a bloated shipowner. 

Now I am far from urging that such a hitch-up of the money 
stream B may not occur — on the contrary, I think it of the utmost 
importance that it frequently does. What I am urging is that 
one thing, and one thing only, can jnake it occur, namely, an 
increased desire on the part of somebody to “ hoard,” that is, 
to keep resources idle in the form of bank deposits. The point 
of difference between Mr. Keynes and those previous writers ^ 
who have recognised the possibility of savings running to waste 
in a general fall of ])rlcos, seems to be that he is at pains to dis- 
tinguish two factors at work, which he christens the ‘‘ excess- 
savings fa{!tor ” and the “ excess-bearish factor ” (p. 145), either 
of which operating alone is sulfioient to produce the result in 
question, while they detect one only — an increased desire to 
‘‘ hoard.” AVhat Mr. Keynes seems to me to have done is to 
extend illegitimately to the price-level 77 an argument about 
excess saving as* sneh which is perfectly valid for that price-level 
P which there are indications scattered throughout the book 
(e,g. pp. 54 and 134) that in his henrt he regards as of superior 
and indeed of unique interest. And ho has been led into doing 
this because he has nowhere applied to P' that rigorous Fisherine 
concept of a certain flow of money in a given time-interval meeting 
a certain flow of goods in the same time-interval, which in his 
first fundamental equation he has applied without question to P, 
In other words, he has reached his paradox that P can fall, P' 

^ Mr, Koynos, in his prcfuco ami elsewhere, lias nlludoii so geiiLToiisI}' to my 
share in tlie evolution of this idea that I should like to repeat what J said in the 
preface to my Banking Policy and the Price Level— i\\n\ that book took its final 
shape after such close and frequent consultations with him that it ceased to be 
possible to say how far the ideas sot out in the eriicial Chapters V and VI belonged 
to him and how far to me. 
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remain unchanged, and yet no new hoarding take place, by 
unconsciously permitting the two money streams concerned to 
get out of step with one another. 

To prevent misunderstanding, it may be worth while to carry 
the story a little further, in the form of a highly simplified 
numerical illustration, so as to show how the alleged sale of 
assets, in order to maintain the scale of their operations unchanged, 
by entrepreneurs who arc making less than their normal incomes, 
works out in terms of the old concepts.^ On zero day, ‘‘ the 
public ” arc spending £000 on boots and £100 on old securities; 
“ speculators ” are receiving £100 from “ the public ” and spending 
it on new issues; and “promoters’’ are receiving £100 from 
speculators and spending it on new machines. On day 1 the 
public, desiring to save more, s^x^nd £800 on boots, and £200 on old 
securities, of wliioli half comes out of the safes of speculators. 
The money stream expended by speculators and ]n’omolers remains 
unchanged : speculators have “ hoarded ” £100. On day 2 
the public behave as on day 1; but on this day the extra 
£100 of securities comes out of the safes of bootmakers, seeking to 
recoup their losses. The £100 hoarded by the speculators on day 1 
remain tucked away. Days 3, 4, etc. resemble day 2 in every 
respect : the price-level of boots remains stable at ;; of its old 
level, while that of machines is uiialtered.- 

Now how does this work out in terms of quantity equations ? 
Let 21 be the quantity of money, V its velocity of circulation 
against output (alternatively, the number of times ])er year it 
becomes income), T' ^ its velocity of circulation in all transactions, 
R the volume of output, T the volume of transactions, P the 
price-level of R and P^ the price-level of T. Then our equations 
are MV — PR and MV^ P^T, Comparing day .3 with zero 

^ I do not propose to di.sfjiiss how far such sales iiro cpifinlitalLvoly important 
as compared with the allornatives op(5ii to tho cntrcprfuusur, vi/.. cuU-ing down 
his pcjrsonnl expnndiliirc, cutting; flown his normal purchases f)f capital goods^ 
cutting down tho scale of liis curn-nt operations : but [ think Mr. Keynes has 
done a real sorvico in (tailing attention to their oxistcnco. I would only reinirifl 
the reader that if ho wishes to keep to Mr. Koynos* terminology ho must re.sist 
tho temptation to describe such sales of assets as “ dissaving ” or “ negative 
saving ** — wliifjh is what in fact thoy aro 1 

^ Mr. Koynos may j)rcfor n variant of tlio story us follows. Lfjt us suppo.so 
that normally bootmakor.s have £1800 — i.e. two flays* receipts or oxpenditiiro — 
in hand at tho clo.so of tho day. Then at tho end of flay 1 they have ordy £1,700 
in hand. On day 2 tliey .spend £900 ns usual, receive £800 from consumers, 
and raise £200 by tho sale f)f securities— half to tho public, lialf to speculators— 
thus bringing their mfiney holfliiigs up to tho old level. In this cose tho hoard 
of the spcf!ulators is transferred tf) tho bootmakers : but no differenco is made 
to the events on days .3, 4, etc., nor to tho fundamental interpretation of tho 
equations for those days. 
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day, it is clear that M and R and are unchanged, V and P 
and P^ have fallen, T has risen. Does the alleged inadequacy 
of the quantity concept to reveal the truth amount only to this — 
that we must bo careful not to expect the price-level of one set of 
things to vary with the velocity of circulation of money against 
another set of things ? That certainly is an entirely acceptable, if 
not very startling, conclusion.^ But since the alleged inadequacy 
extends also to periods of boom (see § 2 of this paper), when there 
is no counterpart to the increase of T through the forced sales of 
securities in the slump, I hardly think this can be the correct 
interpretation. 

6. 1 pass to the passages in which Mr. Keynes discusses what 
he regards as the main determinant of P\ namely, the long- 
period rate of interest.- Following Wlcksell and Cassel, he argues 
correctly that a fall in the rate of interest increases the number 
of years’ j)urchasc at which the future annual income anticipated 
from the i)ossessi(m of a given machine is capitalised, and therefore 
raises the purchase price which it will be worth offering for the 
machine. But I suspect that, as a short-period influence on the 
price of machines, he greatly exaggerates the inqiortance of this 
factor as compared with a rise in the price of the products which 
the machine produces, or, for that matter, with a fall in the costs 
of operating it. It i.s indeed rather curious that Mr. Keynes, 
who is much concerned to show that P and P' are more likely to 
move in the same than in opposite directions, should on p. ISl 
be so ein])hatic that " whether producers of investment-goods 
make a profit or a loss . . . does iwi depend on whether the pro- 
ducers of consumable-goods arc making a profit or a loss.” I 
suspect that most people would hold that during a slump the 
prime influence wdiich depresses the price of ships is the fall in 


^ Exactly analogous results can, of course, bo ivaoheil in tonns of tlio 
Marshallian concept K, Owing to the iiicreaso in the stream of tnuisaotions, 
— tho proportion of the annual volume of transact ions wliieh people wish to 
hold enough money to conduct — is uiichangeil, wliile K — the proportion of annual 
output which people wish to liold enough money to buy — lias risen. 

* I do not propose to comment at lengtli i>n the extremely interesting 
passages in which Mr. Keynes— Avith, as it seems to me, some confusing transi- 
tions in terminology— discusses tho relations between banU-rato proper, short 
money rates in general, and long interest rates. T will only say that (i) his con- 
cept of tho “fringe of uiistilislied borrowers” (II. .'164) seems to me to throw 
much light on a dilTieiilt matt-cr; (ii) in tho light of tho events of 1030, I should 
bo inclined to substitute “less” for “more” in his eoiiclusion (II. 362) that 
” short-term rates influence long-term rates more than the reader might expect ” ; 
and (iii) that I think there is some confusion in tho suggestion (If. 3S1) that 
non-industrial borrowings influence only the market rate of interest and not tho 
” natural ” rate. 
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the level of freights. In any case, the rate of interest, like other 
factors, surely exerts its influence on the price of machines through 
modifying the stream of money which people think it worth while 
to devote to their purchase. There are some curious sentences 
whicli lead me to suppose that Mr. Ke3mes might deny this — that 
he regards the effect of interest-changes on the price of machines 
as arithmetical and mechanical, supplementary changes in the 
demand for such goods being regarded as affecting not their price 
but the quantity which will be bought at the price thus mechan- 
ically flxed. “ The deterrent or attractive effect (of a high bank- 
rate) on the demand for new capital-goods is often greater than 
one might expect if one was to concentrate all one’s attention on 
the mere change of (say) 2}^ i)er cent, to 5 per cent, in the value 
of such goods due to the change in the rate of inteiust ” (p. 20.‘1; 
cf. p. 208, bottom). Iliis is surely a mistako. Once more, P'y 
like other price-levels, is the resultant of the mutual impact of 
the relevant flow of money and the relevant flow of goods. Cling- 
ing to this rock, we shall find the rate of interest falling into its 
place as one of the factors affecting the magnitude of the former 
ilov^i through affecting the old Marshallian K — ^the desire of 
people to ‘‘ hoard,” that is, to keep command over resources in 
monetary form instead of embarking on the purchase of goods. 

If Mr. Keynes thus tends to ovcr-cxalt the rate of interest 
at the expense of A", he tends also from time to time to ovcr-cxalt 
it at the expense of the quantity of money M, Thus on II. 211 
it is declared to be only through the rate of interest that the 
monetary authority can influence prices, since it cannot control 
M ; though in later chapters the extent and importance of its 
power over M through the method of oixjii-market dealings arc 
strongly emphasised. Even the synthesis which he attempts at 
the end of the chapter on “ the modus operandi of bank rate ” 
(I. 220) rings a little strangely. “ But the fundamental reason 
for laying the stress on changes of bank-rate . . . rather than on 
changes in the quantity of money is this. Given associated 
changes in the total quantity of money, and the effective level of 
bank-rate respectively, it is via tlie latter that the ultimate 
modification in the purchasing power of money is generated, 
looking at the problem dynamically. The order of events is not 
that a change of bank-rate affects the price-level, because in 
order to make the new bank-rate effective the quantity of money 

^ Casqel {Theort/ of Social Economy^ cli. xviii, § 76) gives a very interesting 
and intricate analyqia of the complicated interactions of the various factors 
influencing the price of machines during tlie successive phases of the trade cycle. 
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has to be altered. It is, rather, the other way round. A change 
in the quantity of money effects the price-level in the first instance 
because, other things being equal, this means a bank-rate which 
will change the rate of interest relatively to the natural rate.” 
Now it is arguable that if A is the initiating cause of a change, 
and B merely the instrument through which A works, it is the 
part of a philosopher to assign primary importance to A. But 
indeed I suspect that this whole controversy is a debate of the hen- 
and-egg order between two of Mr. Keynes’ skins (Preface, p. vi). 

7. However that may be, there is, I think, one point at which 
Mr. Keynes’ preoccupation with the connection between the rate 
of interest and the price of machines leads him into definite error. 
He goes so far (p. 211) as to deny altogether the influence of a 
change in bank-rate on the aggregate of output. “ An all-round 
reduction of the costs of production should not stimulate anyone 
to increase his output, inasmuch as the aggregate incomes of 
consumers, which are simply the aggregate costs of production 
under another name, available to purchase the output, are also 
being reduced to the same extent. . . . The effect of easier credit 
on th(5 costs of production ^ should be, not to stimulate output 
all round, but to cause a change-over from certain forms of pro- 
duction to other forms, namely, from those for which interest is 
a relatively unimportant cost to those for which it is a relatively 
important cost.” There seems to me here to be a double error.^ 
First, there is a confusion between “ costs per unit of output ” 
and “ aggregate costs.” If the aggregate real demand for goods 
in general is clastic, and if the monetary system is responsive to 
this elasticity, there is no reason why, even in a closed system, a 
fall in interest cost, or in any otluT cost, should not lead to an 
increased aggregate money remuneration of the factors of pro- 
duction, including that whose rate of remuneration has been 
lowered. This j^rocess admittedly may take time ; but, secondly, 
Mr. Keynes is ignoring altogtjther the immediate increase in the 
volume of bank money which is admittedly normally associated 
(whether as hen or egg) with the lowering of banlv-rate, and wliich, 

* ? For ** on tlio costs of production read ** on output.” 

* I liad almost written ” n triple error,” bearing in mind that the possibility 
that tlio saved inton>st will simply bo added to tlie net receipts of tho entro- 
proneurs, and oxpondiul by them on gooils, period after period, just as it would 
have boon by tho interiist n'coivers. But in this case tliero will, it is true, be no 
imnmUate increnso of output; also tho cuso is perhaps ruled out by the assump- 
tion of competition. Tho arguments for wage ivduction put forward by tho 
railway companies in 19111 show, howovor, that this typo of rejjly is not always 
iiTclovnnt to Iho claim that a reduction in a certain categoiy of aggregate costs 
(in tho railway caso, wago-costs) will nocossarily reduce aggregate buying power. 
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being used by entrepreneurs for the building up of new working 
capital, becomes income in the hands of consumers in the manner 
explained in detail in Chapter XX — a chapter with which the 
present passage seems wholly inconsistent.^ 1 do not, of course, 
deny that a change in bank-rate, especially if it permeates through 
to long-term rates of interest, will have a greater effect on some 
branches of production than on others; nor do I deny that in 
some circumstances it will have very little effect on anything at 
all ; but the particular reason given for its being necessarily (in 
the absence of error) inoperative on output as a whole is, I feel 
sure, both fallacious in itself and inconsistent with much of the 
rest of Mr. Keynes* analysis. 

One more comment before leaving the rate of interest. Wick- 
sell argued that if the market rate of intorcst was put down below 
the “ natural rate,” the rise in prices would continue indefinitely 
until the market rate was put up again. Cassel argued that it would 
not, because as a result of the stimulus thus given to what Mr. 
Keynes calls “ investment,” the capital market woultl become 
saturated and the natural rate of interest fall till it equalled the 
ma.’kct rate, which would then no longer be artificially low. 
Mr. Keynes refers to this controversy without stating clearly the 
point at issue (p. 11)8), and indicates that his sympathies are on 
the side of Wicksell; yet a few pages later (p. 203) wo find him, 
in the converse case of a rise in the market rate, arguing exactly 
on Casscl’s lines. For he writes that the rise in the market rate 
and the consequent fall in the price of instrumental goods “ must 
necessarily be deterrent to the production of such goods until, 
as a result of it, the falling off in their prosj)ective supply has 
raised the money value of their prospective yield suflicicntly to 
offset the effect of the higher rate of interest.” It is not cl(.‘ar, 
therefore, where his quarrel with Cassel lies. 

8. I pass on to another distinctive feature of Mr. Keynes* 
work -the sharp distinction which he draws between incomes ** 
and “ profits.” “ Incomes,” it will be remembered, include the 
normal earnings of the entrepreneur, whether these are in fact 
being earned or not; and “profits,” positive or negative, are 
composed of the difference between the actual net reecdpts of the 
entrepreneur per unit of time and these theoretical “ incomes.” 
” Incomes ’* are usually assumed not to alter during the short 

^ For that chapter contains nn account of what happens when ** thu banks 
adopt a lending policy which allows tho production of consumption-goods to 
increase,*’ in such wise as ” to permit all the unemployed factors of production 
to return gradually to work ” (p. 305). 
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transitional periods with which, in the study of the trade cycle, 
we are concerned. “ Savings ” can only be made out of 
“ incomes,” so that if an entrepreneur spends his “ profits ” on 
the purchase of new machines, he is not “ saving,” while if he 
refrains from spending on consumption a normal income which 
he has never received, he is deemed to be “ saving.” 

1 do not think there is any question that this terminology is 
extremely confusing, and will be liable to lead even practised 
thinkers into error unless they are continually on their guard. 
How many of those who have taken up the cry that a slump is 
due to an excess of Savings over Investment, and a boom to be 
an excess of Investment over Savings, realise that the savings 
which are so deplorably abundant during a slump consist largely 
of entrepreneurs’ incomes which arc not being spent, for the 
simple reason that they have not been earned ? How many of 
them realise that, in striking the balance during the boom, we 
must count in Investment all purchases of capital equipment 
out of the boom ju-ofits of entrepreneurs, but must refrain from 
counting the money so spent among the Savings? It must, I 
think, be left to the gradual experience of teachers and expositora 
to decide whether the new terminology has sulficient advantages 
to outweigh its very obvious dangers. Meanwhile, I confine 
myself to a few special comments. 

In analysing the course of a boom, it is of course essential to 
introduce at some stage of the argument the well-known fact that, 
in Ihc^fessor Pigou’s words, a rising price-level involves both a 
doctoring of i)ast contracts in favour of entrepreneurs, and also 
th(^ opportunity of making new contracts on exceptionally favour- 
able terms, thus giving them both the means and the motive to 
expand the scale of their ojx^rations. But 1 doubt very much 
whether it tends to clarity to introduce this secondary com- 
plication fro/n the start into the exposition of the primary process 
by which the creation of new bank credit in favour of certain 
entrepreneurs enables them directly to draw new factors of 
production into employment, and to maintain tlu'in at the 
expense of a sacrifice of real income by the remainder of tlie 
community. It is, I think, worth while being made to I’eali e 
that in a community of jx*asant proprietors and small indus- 
trialists, in which all incomes were mobile, and “ profits,” in 
Mr. Keynes’ sense, impossible, it would still be possible for the 
Government or the banking system, by means of inilation, to 
transfer real income to itself or its nominees. Similarly, it is 
important to realise that, if there is an increased desire on the 
No. 1G3. — VOL. XLi. ^ 
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part of the public to “ hoard,” there is not merdy (as I think 
readers of Mr. Keynes’ words on p. 174 ^ and p. 316 might suppose) 
a transfer of money balances to the savers from the entrepreneur 
class, but also an increase in the real value of the aggregate of 
money balances as a whole ; and this again is more easily grasped 
if we start by considering a community in which the difference 
between entrepreneurs and others does not exist. 

These, however, are matters of pedagogics rather than of sub- 
stance. A more substantial question is whether the category of 
gains which would give entrepreneurs, if they were free to make 
new bargains with the factors of production at the existing 
rates, an incentive to increase production (which is the definition 
of “ profits ”) can rightly be regarded as coextensive with the 
category of gains arising out of the doctoring of past contracts 
in favour of entrepreneurs as a result of price-inflation. Granted, 
however, provisionally that it can, I wish that Mr. Keynes had 
been content to treat the fact that the departure of profits from 
zero is the mainspring of industrial change (pp. 140, 157) as a 
sufficient ground for differentiating them, at some stage of the 
argument if not at the start, from other incomes, instead of seeking 
supplementary reasons which will not, I think, bear examination. 
Thus the quasi-magical peculiarity attributed to profits on p. 139, 
where it is stated that they form a widow’s cruse, which is 
never depleted however riotously it is spent, turns out, I think, 
to be only a special case of the general principle (operative, 
presumably, in every type of society) that all money must at 
any moment be somewhere ; ^ so that if we have ruled out 
(openly) the possibility that “ costs ” per unit of output can 
rise and (tacitly) the possibility that outi)ut, and therefore 
aggregate costs, can be increased,^ the money spent on any day 


* “ There is a traiisferonco of wealth to tho savers from tho general body 
of proflufjors . . . total wealth rcriiniiiiiig unchanged.” There is ambiguity 
hero in tho word “wealth”; tho real capital of tho community is unchungod, 
but the real value of its money -stock is incrousod — an instructive pariulox whicli 
Mr. Keynes' treatment tends to conooal. 

2 It is to that oxtont more comforting tlian tho doctrino which sooms to bo 
put forward on p. 148, and which is tho founrlation for tlio paradox alluded to 
in my paragraph 2 abovo — that money connected with the receipt of profits 
need not bo anywhere, and hcnco tliat P* can rise and profits einorgo without 
any “ incroaso in tlio quantity of money (or cKpiivaleiit change in othor monetary 
factors).” Once more, 1 cannot >>ring myself to believe that tho question of 
what is done with profits in tho period aitor they aro earned affects tho fact 
that (output being unchanged) P' cannot alter, nor profits emerge, without a 
change in “ monetary factors.” 

* I have to thank Mr. J. N. Meade of Hertford (^ollogo for putting ino on the 
right track here. 
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by one entrepreneur must be found at nightfall in the bank 
balance of another.^ 

On the following page (140) a further reason, which if sound 
would also be a graver one, is adduced why “ it would bo 
anomalous to add profits to, or subtract losses from, income ’* ; 
namely, that “ in that case savings could never fall off, however 
great the expenditure of the public on current consumption, and 
equally savings could never be increased by a reduced expenditure 
on consumption ; provided merely that entrepreneurs were con- 
tinuing to i)roduce the same output of investment-goods as 
before.** I cannot see any foundation for this opinion, which 
must, I think, spring from a failure, analogous to that discussed 
in paragraph 4, to distinguish the successive periods of time 
during which the flow of money must be watched, and to which 
our equation, in whatever terms we express it, must be successively 
applied. Let us agree to call all net receipts by the name 
“ income ** ; and let us suppose (to take only one of many possible 
cases) that on day 1 non-entrepreneurs switch over a stream of 
£100 from expenditure on machines to expenditure on boots, all 
other money-flows remaining unchanged. Then there is on that 
day a falling off of £100 in the daily rate of savings. Now suppose 
that on day 2 non-entrepreneurs act again os on day 1, while 
boot (intreprencurs spend on champagne the extra income received 
on day 1, and machine entrepreneurs, having on day 1 received 
£100 less income than usual, refrain from buying £100 worth of 
machine-making machinery which they would normally have 
bought. Then, on this day, the daily rate of savings is reduced 
by £200 below the level from which we started. Where is the 
difficulty ? 

9. In conclusion, I must confine myself to a few very tentative 
remarks on the relation between Mr. Keynes* analysis and the 
broader theory of the trade cycle in its relation to economic 
progress. Whatever may turn out to be the most accurate and 
convenient form of expression, I have no doubt that Mr. Keynes 
is right in laying stress on “ hoarding ” as a dominant feature of 
trade depression. In this respect I feel sure liis work is of high 
significance ; for nine out of ten people, including many bankers, 
are still quite unable to sec how, under a modern banking system, 

* It sooins to me, however, misleading to add that “ however much of their 
profits ontropronours spend on consumption, the amount of wealth remaining to 
ontreproneurs remains the same as before ” (my italics) ; for the more entre- 
preneurs spend their profits instead of hoarding them, the more prices will rise, 
and the less will become the real value of the bundle of money tlius tossed to 
and fro. 
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deposits which are “ in the banks can fail to bo “ used ” 
by the banks in some way or other; and even most of those 
Continental theorists like Tugan Baranowsky and Spiethoff, 
between whose work and his own Mr. Keynes is right in finding 
points of aflSnity , seem to have failed to grasp the essential paradox 
that Saving is the one thing that cannot be saved. ^ Where I 
suspect that tliere is still work to be done is in clearing up the 
nature of the forces which let the spirit of hoarding loose. And 
that brings me back to a point to which I have already alluded — 
the peculiar nature of the state of affairs which Mr. Keynes, like 
the rest of us, has brought himself to regard as that of “ normality ” 
or “ equilibrium.’* It is a state of affairs in wliich the community 
is adding year by year to its stock of capital equipment at such a 
rate as not merely to keep pace with the growth of population, 
but to raise perceptibly the standard of comfort.® 

I shall not attempt even to outline here the reasons which 
have led me always to suppose that in such a society the technical 
obstacles to the maintenance of anything which can be called 
stability ” must always be extremely formidable, nor those 
which lead me to think that if, in face of this normal ” increase 
in capital equipment per head, “ stability ” is to be interpreted 
to mean stability of commodity prices,’' the difficulties liecome 
more formidable still. I will content myself with one illustration. 
Looking back on the American expansion of l‘.)25“29, Mr. Keynes 
finds that up to 1927 the prodigious volume of “ investment ” 
was accompanied by an equally prodigious volume of “ saving,” 
but in the subsequent years he is able now to detect signs of that 
“ commodity inflation ” — that “ excess of investment over 
savings ” — the existence of which he was at the time disposed to 
deny (II. 190). But would it make mucli difference if lie could 
detect no such thing ? Even if “ savings ” had continued to keep 

^ Subsequent writers, including mysedf, hiivo failed to do jiistic'U the 
clarity with which this paradox was already expressed in the first e<litiou (1920) 
of Pigou’s Economics of Welfare, p. 812. “ W'hat they have done by not 8f)OiKling 

their money has been to reduce prices in general Ixilow what they would t)lhcr- 
wise have been, thus making the money of other peoj)lo worth nuire gooils than 
it would othorv^'ise have been worth, and thus enabling these other people to 
buy more goods. What they have accumulated by this proceeding is, not 
things, but the power, when they choose later on to spend tlio money, l/o raise 
prices, reduce the purchasing power of other people’s money, and absorb for 
themselves the goods which have in this way been rendered inaccessible to othcra. 
The accumulation is, thus, an accumulation of claims upon other people. It is 
not an accumulation of things.” 

* Mr. Keynes is not very explicit about this, but I take it to bo the implica- 
tion of his assumption in Chapter XVI, that ” general economic activity ” is 
growing at 3 per cent. 
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pace, could “ investment have continued for ever in America 
at the rate which it attained in those years ? And what is the 
effect of an indiscriminate stimulation of “ investment ” by low 
money rates and a general policy of boost at a time when all the 
known channels of investment are in a state of super-saturation ? ^ 
At such times, is the “ put them through it ” policy of the parrots 
and the penguins a mere relic of sadistic barbarism, or is it in 
truth an essential phase of the clinical treatment of the trade 
cycle, whose omission is as perilous as its over-prolongation ? ^ 
These are some of the broader questions over which Mr. Keynes’ 
rich volumes leave mo, having sated the passions of pedantry, 
still puzzled and pondering. 

D. H. Robertson 

^ iSeo ilio most siiggostivo remarks in Krotiger find Toll's report, April 1931. 

- 1 vonturo to refer to my Banking Policy and the Price Level, pp. 80 and 91. 
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1. Since I must not occupy too much space, I will deal 
primarily with what appears to me to be the central difference of 
opinion between Mr. Robertson and myself, off which most of the 
other fragments of contentious matter are splinters. For if we 
could resolve this satisfactorily, much of tho rest might resolve 
itself. I 'will then treat by way of brief notes with secondary 
matters of which — ^whether or not I have expressed myself as 
well as I might — ^Mr. Robertson would not, I feel, make so much, 
if I could convince him that the fundamentals of my position are 
rightly taken. 

2. This central difference of opinion is as follows. Mr. Robertson 
quotes me, correctly (p. 400), as holding the view that if the 
price-level of consumption-goods, declines owing to an excess of 
saving over the cost of new investment, then there need be no 
counterbalancing rise in P\ tho price-level of investment-goods, 
“ even though there is no increase in the disposition to hoard 
money unspent.” Mr. Robertson holds that this result cannot 
come about ” except as the result of an act of hoarding.” This 
difference of opinion is evidently a special case of a more general 
difference as to the character of the forces which determine tho 
price-level of investment-goods. Mr. Robertson is quite right 
that it is absolutely fundamental to my analysis to distinguish 
I wo factors at work, which I have christened the “ excess-savings 
factor ” and the “ excess-bearish factor.” This is the vital matter 
which I have failed so far to make clear to him. I will endeavour, 
therefore, to re-state my position. 

3. There are three conceptions which need to be distinguislicd : 

( 1 ) The volume of savings deposits or ‘ ‘ inactive ’ * deposits in the 
banking system , sometimes, not very conveniently, called ‘ ‘ hoards. ’ ’ 

(2) The curve, representing the relative preference of capital- 
owners for savings deposits and other capital assets respectively 
(or, as I have sometimes put it, for liquid and non-liquid assets 
respectively), in which the abscissa measures the quantity of 
hoards held when the price of non-liquid assets in terms of liquid 
assets (or hoarded money) is given by the ordinate.^ This curve is 
what I have described — ^not very felicitously, perhaps — as the 

^ It is assumod for tho sako of simplicity that any change in tho quantity of 
nondiquid assets during tho period under considoration is small relatively to tho 
total stock of such assets. It doos not altor tho rharactor of tho argument if we 
dispense with this limitation, hut tho propensity to hoard has then to be repre- 
sented by a family of curves instead of by a single curve. 
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“ state or degree of bearishness.” It might be better to call it “ the 
propensity to hoard.” The meaning and significance of this con- 
ception and its vital difference from (1) is what in my TreMise I 
have evidently failed to make sufficiently clear. I"hc point is that, 
when a capital-owner is deciding whether to prefer liquid or non- 
liquid assets, his final decision depends not only on his ” state 
of preference,” or his ” propensity to hoard,” or his “ degree of 
bearishness ” (however one likes to put it), i.e. on the shape of his 
demand curve for liquid assets given the price of non-liquid assets, 
but also on what the price of non-liquid assets is. Accordingly, 
the amount of “ hoards ” or liquid assets which he actually holds 
has to be in due relation not only to his propensity to hoard, but 
also to the price of non-liquid assets. When a man in a given 
state of mind is deciding whether to hold bank-deposits or house 
property, his decision depends not only on the degree of his 
propensity to hoard, but also on the price of house property. 
His decision to hold inactive deposits is not — as Mr. Robertson 
almost seems to assume — an absolute one irrespective of the price 
of other assets. If it were, it would bo impossible for the banking 
system to expand or contract the volume of money by open 
market ” operations ; for there would be no price at which they 
could find a seller or a buyer (as the case might be) for the 
securities which they wished to buy or sell. 

(3) The third conception is that of a change in ‘‘ bearishness,” 
as I have called it, i.e., a change in the propensity to hoard, a 
cliango in the shape of the demand curve relating the demand 
for liquid assets to the jmee of non-liquid assets. 

Now (1) — namely, the amount of inactive deposits or hoards 
actually held — is determined by the banking system, since it is 
equal to the excess of the total bank-money created over what is 
required for the active deposits. TJiis amount by itself can give 
no clue to the degree of propensity to hoard or to changes in this 
degree. Even less can it give any clue to the excess of saving 
over investment. My central thesis regarding the determination 
of the price of non-liquid assets is that, given (a) the quantity of 
inactive deposits offered by the Banking System, and (h) the degree 
of propensity to hoard or state of bearishness, then the price- 
level of non-liquid assets must be fixed at whatever figure is 
required to equate the quantity of hoards which the public will 
desire to hold at that price-level with the quantity of hoards 
which the baulking system is creating. That is to say, the price 
of non-liquid capital assets is a function of the quantity of inactive 
deposits in conjunction with the degree of propensity to hoard. 
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Accordingly, the price of non-liquid assets is not directly 
affected by the price of consumption goods. Indirectly, it is 
true, a change in the price of consumption goods will not be 
without reactions on the two factors which determine the price 
of non-liquid assets. There are two principal reactions — (i) a 
change in the price of consumption goods will tend, as a rule, to 
cause an opposite change in the propensity to hoard, since it will 
make more attractive at a given price than before, relatively to 
the ownership of liquid assets, the ownership of instrumental 
capital which is useful for the production of coiisiiinptiou-goods, 
and also, if it is taken as an indication of a continuing trend, 
the ownership of stocks of consumption and other goods ; 
(ii) a change in the price of consumption-goods may conceivably, 
though not necessarily, involve a change in the same direction in 
the volume of active deposits, with the result that, if the banking 
system chooses to keep total deposits, and not inactive deposits, 
at a constant level, there will be a change in tlio opposite direction in 
the volume of inactive deposits, (iii) On the other hand, a change in 
the price of non-liquid assets may react on the price of consumption- 
goods because it will cause a change in profits, which, in turn, may 
affect in the opposite direction the amount saved ^ by the recipients 
of profits.^ 

Now the tendency of (i) and (iii) is to make the price of non- 
liquid assets move, not in the opposite, but in the mme direction 
as that of consumption-goods. Thus the possibility of these two 
reactions docs not help Mr. Robertson’s view that the price-levels 
of consumption-goods and investment-goods will move in 
directions — ^like buckets in a w'dl. The tendency of (ii), on the 
other hand, may be in the opposite direction; but this is likely, 
it seems to me, to be negligible, and to belong to the class of tJie 
innumerable small, conceivable reactions of one economic factor 
on another, which one generally leaves out of account, except 
in special cases. Moreover, it is based on the assumption that it is 
the policy of the banking system to maintain the volume of total 
deposits unchanged, whcrejis my argument assumed that they 

^ Kor on iny dofinition (jf Raving thcro iH a (locn‘nso of Having if any part of 
increased profits is directed towards current consumption. 

* And, finally, one might add, though without much rolevanco to tho prusont 
argument, that (iv) a ebango in tho price of consumption-good.) may in itself 
alloct tho amount of invostmont by causing changes in tho amount of liquid 
stocks hold off by tho rnarkot, though this factor is nf>t very impf)rtant l:>ocauso it 
will merely diminish tho magnitude of tho movement of P in any direction os 
compared with what would happen in its ubsonco, c.g, if all consumption-goods 
wero porishable ; and ( v) a chango in the pricu of consumption-goods may in itself 
affect tho amount of saving. 



1931 ] 


A REJOINDER 


415 


were maintaiiung an unchanged policy towards the volume of 
inactive deposits, i.e, I was assuming that the quantity of hoards 
was unchanged. 

4. Next, for my argument, which Mr. Robertson contests 
in the latter part of his § 5, that an increase of saving relatively 
to investment does not in itself bring about any net increase in 
the amount of purchasing power directed to non-liquid assets. 
An increase of saving relatively to investment during any period 
means that the savers find themselves at the end of the period 
with an increase of wealth, which they can embark at their 
choice either in liquid or in non-liquid assets, whilst the producers 
of consumption goods find themselves with an equal decrease; of 
wealth, which must cause them to part at their choice either with 
liquid or with non-liquid assets which they previously possessed. 
Unless the propensity to hoard of the savers is diiferent from 
the propensity to hoard of the entrepreneurs — and if it is different, 
it will mean that there is a change of hoarding -]>ropensity for the 
community as a whole, which change is as likely d priori to be in 
one direction as in the other — ^it follows that the excess of saving 
has in itself, and apart from its repercussions on the aggregate 
propensity to hoard, no tendency to cause any change at all in 
the price of non-liquid assets. Nor, of course, has it any tendency 
to cause a change in the volume of inactive deposits, except in so 
far as the banking system may be influenced by changes in the 
business-deposits to fix the total deposits in such a way as to 
change the amount of the inactive deposits.^ [Nor, equally, is a 
change in the pro])cnsity to hoard capable by itself, and aiiart 
from action by the banking system, of changing the volume of 
savings-deposits — ^it may spend itself in a change in the price of 
non-liquid assets. | 

When, therefore, I said that the price of consum])t ion -goods 
relatively to the cost of production depends solely on the excess 
of saving over investment, and that tlie price of investment-goods 
depends solely on the volume of savings deposits in conjunction 
witli the degree of bearishness (or propensity to hoard), botli 
statements were formally correct. But 1 ought to have added, to 
prevent misunderstanding, that 1 did not mean to imply that the 
price of investment-goods is incapable of reacting on the excess of 
saving over investment,*^ and hence on the price of consuinplion- 

‘ This qualification does not seem to mo to come to imicli, because one 
euiinot say in gonoral in which direction the business deposits will eliaiigo, or 
how a change in thorn will inllucnco the behaviour of the banking system. 

• There are two principal ways in which the price of investment goods may 
affect the volume of saving. Tho first depends on the sensitiveness of the saving 
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goods; or that the price of consumption-goods is incapable of 
reacting on the volume of savings deposits or on the propensity 
to hoard, and hence on the price of investment-goods. I meant 
only that the influence of the one on the other must, like the influ- 
ence on them of any other factor in the total economic situation, 
operate through the excess of saving in the one case and the 
volume of savings deposits or the propensity to hoard in the other. 

5. I have found that some readers of my book have sup- 
posed that an excess of saving over investment is necessarily 
accompanied by an equal increase of inactive deposits ; so that 
— ^presumably — an excess of saving would bo impossible if the 
banking system were to behave in such a way as to keep the 
excess of the total deposits over the active deposits at a constant 
figure. Their interpretation of my theory seems to be this. An 
excess of saving is only another way of talking about an increase 
of inactive deposits; an increase of inactive deposits means a 
decrease in the velocity of circulation; thus, when I say that 
an excess of saving leads to a fall in the price of consumption 
goods, I am only repeating in a very complicated way the old 
stor^ that a fall in the velocity of circulation must bring prices 
down, other things being equal. But, truly, this is not what I 
am saying. The volume of inactive deposits has, in my view, no 
particular relation to an excess of saving, but depends on whether 
the banking system is creating total deposits faster than the 
increments can find an outlet in active deposits. Nor is there any 
invariable association in experience between a growth of inactive 
deposits and an excess of saving. During the recent boom in 
U.S.A., for example, an excess of investment was accompanied by 
an unparalleled rate of growth of inactive deposits. 

Mr. Robertson’s objection, though much more complicated 
than this, is, nevertheless, related, I cannot help thinking, to tliis 
point of view. Ho docs not think that an excess of saving 
necessarily requires an increase of inactive deposits, or, as he would 
express it, an increase in hoarding.^ But he thinks that, nvless an 

of tho public to the rdative price- levels of invostmont-goods and con.siimption* 
goods. Do pooplo savo more whon seciiritios arc, rolativoly, at a bargain 
level, and spend moro when consumablo goods are at a bargain level? The 
second arises whon the price of invostinont-goods is such as to bring profits or 
losses to tho producers of such goods, and thoso [iroducers are influenced by tho 
amount of thoir profits and losses in deciding how much to save and how much 
to spend. For if an entrepreneur spends moro as a result of gaining profits, this 
constitutes, on my definition, u diminution of his savings. 

^ Or does he mean by hoarding somothing different from an increase of 
inactive deposits ? There are some passages in his article which suggest that 
perhaps ho may. 
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excess of saving is associated with an increase in hoarding, it will 
mean that an increased flow of purchasing power equal to the excess 
saving will be directed to the purchase of investment-goods. He 
thinks that this will involve an etiiial increase in the receipts of the 
producers of the current output of investment-goods, so that the 
losses of the producers of consumption-goods due to the excess 
saving will be balanced by profits of an equal amount accruing to 
the producers of investment-goods. His argument is of such a 
character that if the producers of consumption-goods, who arc losing 
money, replenish their liquid assets by the sale of non-liquid assets 
before those who, saving money, use this money to buy non-liquid 
assets, then tlicre will be a fall (or at any rate no rise) in the 
price of investment-goods; but if those who are saving money 
“ get in first,” then the opposite is the case. It would bo very 
odd if the price-level were to depend on which of the two parties 
was on the telephone and which was not ; and this alone is enough 
to suggest that there must bo something wrong in the argument. 
But let us consider it in more detail. 

Let us, for the moment, assume with Mr. Robertson that 
the savers dispose of their savings, into liquid or non-liquid 
assets as the case may be, before the losing entrepreneurs have 
time to provide for their losses. (In a sense this is an impossible 
assumption, since in a sense the two things must take place 
simultaneously. The first stage must necessarily be that the 
savers find themselves with more money, and the losers find 
themselves with less money. But we will allow the savers to *' get 
in first ” in the sense of allowing them to decide whether or not 
to embark this money in non-liquid assets, before the losers have 
time to decide whether or not to make up their cash-deficiency 
by selling non-liquid assets.) Mr. Robertson seems to think that 
the whole of these funds, in the absence of increased hoarding, will 
have to be directed to tlic purchase of the newly produced non- 
liquid assets already on the market, and that no other assets will 
come on the market whatever price may be offered, so that the 
aggregate selling price of the newly-produced non-liquid assets will 
increase by the exact amount of the excess savings, and the resulting 
profits to the producers of investment-goods will balance the 
previous losses of the producers of consumption-goods.^ But this 

* This is, I think, a corroot account of his nrguiuont on p. 401 ; but I am not 
Kuro 'whothor the numerical example on p. 402 is oonsistiuit with Iho argimiont on 

p. 401. Tho latter may be, it seems to mo, m)t “ carrying the story a little 
further ” but a diflerent story. In particular, it is not clear in the footnote to 
p. 402 why the bootmakers who ond up with tho same amount of money as at tho 
b^inning should bo considered to be “ hoarding.** 
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is to mistake entirely the nature of the capital market. The price 
of investment-goods, old ami new alike, will have to rise sufficiently 
to induce some of the existing holders, given their existing pro- 
pensity to hoard, to part with non-liquid assets in exchange for 
such part of the excess savings as, at that price, the excess-savers 
desire to embark on the purchase of non-liquid assets. How great 
a rise this will mean in the price of non-liquid assets will depend 
on the shape of the curve which measures the propensity to hoard. 

But this increase will only last so long as the telephone girls, 
attached to the exchange to wliicli the losing entre])rcneurs 
belong, persist in giving them wrong numbers. As soon as they 
can get through, they will sell non-liquid assets to the same amount 
as the excess-savers have been i)rcviously buying them — that is, 
unless the hoarding propensities of the savci-s arc different from 
the hoarding proi^ensitics of the entrepreneurs, and the effect of 
these sales will be to bring non-liquid assets back again to their 
previous price. Nothing, indeed, (?an shake this previous price 
except a change in the volume of inactive deposits or a change 
in the propensity to hoard for the community as a whole. ^ Indeed, 
it sci'ins to me that it would be absurd to suppose that the final 
result can depend on the order in which two transactions take 
place, which are, in the nature of the case, nearly simultaneous 
and each of which is as likely as tlie other to conui first. 

The essential point, which 1 maintain and Mr. Robertson 
resists, is the fact that an increase of saving which is not associated 
with an increase of investment does not change in any way enther 
the quantity of assets or the quantity of purcthasing powiu*, but 
merely transfers command over cash in the tii st instance, and tlu^ 
ownership of assets after there has beei\ time' to reduce individual 
cash holdings to a normal level, betwc'cn one set of ])ersons and 
another set, i.e. between the saving public and the disappointed 
entrepreneurs. Since*, the total amount of non-liquid assets is 
unchanged and the total amount of liquid assets is uiuihangcd, 
nothing has happened so far (unhss tlie new proprietors have a 
different hoarding pn^pensity from the old ])roprietor.s) to cause 
a change in the valuation of the one in terms of the other, <-.c. 
in the price of non-liquid a.ssets. 

^ 1 diU not deal in detail in iny book, and 1 am not dualiiig boro, with tin* 
train of ovoiitH whieli onyues when, as a consoi^iionoo of making Iohsos, entro- 
prenouFH rcduco their output. This i.s a long story, though not, I think, funda- 
mentally diherent, whidi I intend to treat in detail in duo course. Its only 
bearing on tlio present argument is that a change in output alTccts th(» dcinniid for 
active deposits, and may therefore (according to how the banking systoin behaves) 
afCoct the supply of hoards. 
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I do not, by the way, understand the relevance of the quantity 
equation ^ with which Mr. Robertson concludes his § 5. We are 
discussing the relation between the prices of consumption-goods 
and of investment-goods — whether, assuming no change in the 
propensity to hoard, the one must go down when the other goes 
up, like buckets in a well — which he affirms and I deny. But 
neither of these price-levels occurs in his equations, which are 
concerned with the pi*lce-Icvcl of output as a wliole and the price- 
level of transactions. 

I should like to repeat that the amount of the hoards of the 
public is as much outside their control as is the total quantity 
of money, and for the same reasons. What the state of mind 
of the public towards holding money, and the changes in this 
state of mind, determine is the price of non-liquid assets wliich 
{cet, par,) the creation of a given quantity of money will involve. 
"J'his is why it is so important to distinguish the forces determining 
the quantity of hoards (which is the affair of the bankers) from 
the forces determining the i)ropensity to hoard (which is the affair 
of the public). The old quantity equations did not reveal this 
to me, and, to judge from Iiis article, they liave not revealed it 
to Mr. Robertson, just as they did not reveal to me the way in 
wlii(fh the relation between saving and investment influences the 
})rice-level of goods passing into consumption. 

(). I now turn, as Ijricfly as T can, to Mr. Robertson’s other 
eoniments, beginning with his § 2, where I assume that, in speak- 
ing of “ the old (£uaniity equations,” he has primarily in mind 
the Fisher Rquations.^ I cannot ailniit that 1 liave been wanting 
here in reasonable lucidity. 1 have never saul that the older 
methods, strictly applied, woukl lead us to wrong results, ^ly 
point is that they are incapable, so ajiplied, of leading us to certain 
useful results. I cannot imagine why ilr. Robertson should 
suppose that the passage he quotes from mv p. 197 is inconsistent 
with the Fisher Equations and reduces the latter ** to the rank of 
untruths.” For two of the variables 1 mention— namely, the 
volume of output and the price-level of outi)ut — do not occur at 
all in the Fisher Equations, whii h arc eoneerned with the volume 
of tramactions and the price-level of tranmdions, as 1 have 
repeatedly explained. I was trying to illustrate the point that 
the old quantity notions are incapable of leading us to the price- 
level of output, by 2 )ointing out that all or any of tlio variables 

^ In which he uses “ income ” in a diilorcnt sense from mine, since it is equal 
to income profit in my terminology. 

■ If not, I could, by taking up more space, adapt my argument appropriately. 
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occurring in the Quantity Equation might bo unchanged and 
yet the price-level of output might bo changed. In other words, 
not only does the price-level of output not occur explicitly in the 
old Quantity Equation, but it is not even a function of those 
variables which do occur in it. Wherein does Air. Robertson’s 
difficulty lie ? For it is impossible that he can suppose that the 
Fisher Equation purports to tell us the price-level of output. 

I should add that I am, avowedly, on weaker ground in the 
passage he quotes from Vol. II (p. 89). I do not claim to have 
proved inductively what I suggest may be the case; for the 
statistics I am using, though the best I could get, are much too 
dubious. For example, 1 agree with Mr. Robertson that I would 
prefer a retail index to a wliolcsale index, if I had a retail index. 
But I am entitled to point out that the results, for what they are 
worth, are not inconsistent with my a 'priori reasoning, and may 
even furnish a first approximation towards measuring the potency 
of the forces to which I have called attention ; whilst Mr. Robert- 
son, who apparently does not believe in these forces a priori, is 
equally entitled not to discard his d priori convictions on the 
strength of these statistics. 

7. In § 3 Air. Robertson has been wrongly instructed by Mr. 
Oolodetz. There is no difficulty in dealing with Government 
expenditure financed out of loans, whether or not the loans are 
associated with the creation of new money. The only question 
to decide is whether a particular form of Govenirnent expenditure 
is best regarded as investment or as negative saving. I have 
myself treated Government expenditure on services wliich yield 
no immediate social income, Jis investment when it is in return for 
work done (e.gf. war expenditure) and as negative saving other- 
wise (e.gr. the dole). But my equation shows that it makes no 
immediate difference to the j)rice-level which way we regard it. 1 
should add that the outcome depends, according to my view, on 
the net effect of the Government’s policy on the relation between 
savings and investment, not, as Mr. Robertson suggests, on the 
additional quantity of money associated with this ])olicy. So 
far from the equation being ill-adapted to show the short-period 
effect of these things, it brings out clearly what nearly everyone 
overlooks — namely, that the short-period effect, on business 
profits, of the dole, if financed by borrowing, or indeed of a 
Government deficit arising in any other way, is exactly the same 
(ignoring secondary repercussions) as the effect of increased invest- 
ment; whilst, on the other hand, the balancing of a budget, 
previously unbalanced, has as disastrous a direct effect on business 
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profits (again ignoring secondary repercussions) as that which 
ensues on a decay of home investment or on a decline in exports 
associated with a less favourable balance of trade. 

Mr. Robertson’s reference to the possibility of diminishing 
returns might be brought under the general heading of causes 
capable of producing spontaneous changes in efficiency earnings, 
to which I have devoted some pages (Vol. I, pp. 166 et seq.). 
But in this case, as in most examples of spontaneous changes, 
a full discussion would soon bring one beyond the ambit of a 
Treatise on Money. 

8. Mr. Robertson’s § 4 is mainly a preamble to the more 
important matters which follow and with which I have endeav- 
oured to deal above. But I must say in passing that a rise in 
the price of banana-cutters will not avoid any of the dire con- 
sequences predicted in my banana parable, unless it leads either 
to an increased output of these machines, which I have expressly 
excluded from my premisses (p. 176 i), or to diminished saving 
by the producers of these machines, which offsets the increased 
saving by the rest of the community, which again contradicts 
my premiss as to there being a net increment of saving. It is 
too much to expect of an illustration of this kind that its results 
should follow not only from its stated premisses, but also from 
their opposite. 

9. The impression to which Mr. Robertson has been guided, 
as set forth in the first paragraph of his § 5, is not that which I 
intended. The two conceptions involved are not “ existing Stock 
Exchange securities ” and “ new machines,” but “ the existing 
stock of capital” and “the currently in’odiiccd capital.” My 
argument assumes that the price of both will be governed by the 
same influences in the sense that the purchaser of capital goods 
will have no prejudice for or against the new as such, though even 
this is not really vital to my central j^oint ; but the argument docs 
not require that the new capital is identical with the old, cither in 
composition or in i)ricc, in the sense that the current increment 
of capital is made up of different ingredients in such proportions 
as to be a perfect sample of the existing stock of capital. My 
assumption is that the forces which determine the value of the 
complex of newly produced capital-goods relatively to the value of 


^ If Mr. Robortson will road p. 170 again, ho will see that it is not true that 
I tacutly assiimo incromonts of working capital to bo tho only form of investment. 
I oxprossly stato what I assunio to bo happoning to investment in fixed or 
instruinontal capital. I have rood Dr. Hayok’s article, to which Mr. Robortson 
refers, without discovoriiig in it anything relevant to this particular problem. 
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the existing stock of old capital-goods are not relevant to the 
particular problem here under discussion and can be neglected. 
I think that Mr. Robertson docs not really disagree with this, and 
that his difficulty is again in the nature of a preamble to, and 
probably caused by, the very important difference of opinion, 
already dealt with, which is expressed in the last sentence of this 
paragraph. 

10. Mr. Robertson’s comments in his §§ C, 7, are not of siicli 
a character that I can deal with them satisfactorily within a 
short compass. But, generally spt^aking, I agree that the passages 
which he criticises are not satisfactory as they stand, and ought 
to be re-written. I have not made it clear what forces I am 
taking account of at each stage. In the passages in question I 
have dwelt on the effect of a change in the pure rate of interest 
too much in isolation, and I have not, in the passage iiiuh*r criti- 
cism, successfully synthesised this with lluj rest of my doctrine. 
I should add that 1 had in mind (e.g.) “ houses and “ buildings 
generally, or ‘‘ roads ” and “ railways,” as typical capital-goods 
aticcted by changes in the pure rate of inten'st, rather than 
“ machines.” Mr. Robertson’s habitual use of “ machines ” as 
typical capital-goods, though he may intend to include “ hous(\s " 
and ‘"roads” under this term, creates, to my mind, rather a 
false suggestion, because machines ” in the natural sense of 
the term, i.e. ‘‘ factory equipment,” which are, it is true, some- 
what insensitive to changes in the pure rate of interest, arc* 
quantitatively a very triiling proportion of the total stock of 
capital. 

11. 1 will consider what Mr, Robertson says about nomen- 

clature in his § 8. I think I might do better than in iny TrefUi\>(\ 
but it is not very easy. The last paragraph of liis § S, of whicJi 
I can make nothing, makes me think that he does n<jt quite s(’e 
the difficulty. For if, as he suggests, we were to define ‘ income ” 
to mean “earnings pliifi profits” (tJ 1 Q in my notation) and 
“ saving ” to mean the difference between income tlius defined 
and ex|x?nditurc on consumption {S E j- Q * EE), then it 
would follow that savings and the value of new investment would 
always be exactly equal (for Q — PR 4 / — E, so that E /). Does 
Mr. Robertson, in practice, mean by savings ” exactly the same 
as what he means by “ the value of new investment ” ? 1 would 

partly defend my using the term “ savings ” as I do, by my belief 
that the ordinary man does not attach a perfectly clear and 
consistent meaning to it. We do not usually regard a man as 
“ saving ” if ho refrains from spending the proceeds of an increase 
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in the value of his securities. Mr. Robertson wants to include in 
“ income money-profits from the price of new investment 
standing above its cost, but not similar profits from the price of 
old investment standing above its cost. I doubt if this is either 
convenient or instructive ; for new investment, immediately it is 
bom, flows into a pool of old investment from which it is un- 
differentiated. How soon must a new investment rise in price 
for the resulting profit to be reckoned as part of its owner’s income ? 
We have to draw a sharp line somewhere between “ income ” and 
“ capital-profits,” and I have tried to draw it at the point which, 
Jiftcr much reflection, seems to me to be the most significant. 

12. When in § 9 Mr. Robertson says that I am right “ in 
laying stress on ‘ hoarding ’ as a dominant feature of trade de- 
pression,” ho is not quoting my exact words. By “ hoarding ” 
does he here mean (1) ‘‘ an inorease of inactive deposits,” or (2) 
” an increased propensity to hoard,” or (3) ‘‘ an excess of saving 
over investment ” ? Only in cases (2) and (3) is he giving my 
meaning correctly. For I hold that the primary cause of trade 
depression is (3), iiggravated at a later stage by (2). It is only 
in the event of efforts by the banking system to dispel the 
depression that (1) is likely to result. And whilst it is true that, 
if the total quantity of money is constant, an increase in inactive 
deposits may, by reason of its being a reflection of a decrease in 
the active deposits, be a symptom of depression, yet action by the 
banking system to decrease the volume of inactive deposits would 
(cet. par.) aggravate the depression. Yet elsewhere Mr. Robert- 
son seems to mean by hoarding ” case (1), in which case he is 
adopting the mistaken interpretation of my views which I have 
attributed to “ some readers ’ on p. 410. 

13. I do not doubt that I am open to much criticism for 
inconsistency in language and in detail. I know only too well 
how much better and how much more accurately the argument 
might be expressed. But I am sure that Mr. Robertson’s 
difficulties are mainly due, not to these imperfections, but to our 
minds not having met as yet on certain large issues. I have 
therefore endeavoured to confine myself mainly to these, because, 
if we could get clear about them, many of my inconsistencies, both 
real and apparent, would cease to be troublesome; for Mr. 
Robertson would then readily see for himself what I meant to say 
or should have said consistently with my own principles. 

J. M. Keynes 


EP 
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THEIREPORT OF THE MACMILLAN COMMITTEE 

The long-awaited Report^ of this Committee, round which 
rumour has so long been busy, has the characteristics of sim- 
plicity and complexity at the same time. There is a main 
Report signed by all members except one ; there are addenda by 
various members and also reservations on those addenda; and 
there are reservations proper ; there is a note of dissent which, 
if it had been signed by more than one, would have been a 
minority Report, and there arc important appendices and tables. 
But in all other respects the scheme of the Report is simple. 

Part I is historical and descriptive. Part II contains a review 
of recent events of economic tendencies, classed under the title 
“ The Main Objectives of the Monetary System,** which are, of 
course, although descriptive, in the nature of conclusions ; there 
are proposals relating to international monetary policy; pro- 
posals relating to domestic monetary policy ; to capital for home 
investment and statistics. These five chapters are classed as 
conclusions and recommendations. 

It was something of a triumph to get the whole of this matter 
signed by all the Commission except one. It was only rendered 
possible, apparently, by allowing each of the members to have 
his head on matters not contained in this liighest common factor, 
by means of four addenda, and, as to modifications of the material 
signed in the common Rc])ort, by way of four reservations. These 
ingenious concessions to individual idiosyncrasies enabled a solid 
basis to be given to the Report where otherwise it might have 
been pulverised into a succession of economic disquisitions and 
explosions. It is currently rumoured that the persons most 
closely associated with the draft descriptive matter were Pro- 
fessor Gregory, Mr. Keynes and Mr. Brand, but the Chairman 
hovered round at close quarters to make the work of the pundits 
intelligible to the average ordinary mind. It is indeed a pleasant 
occupation to speculate as to the origin or genesis of the particular 
sentences with these well-known different influences at work. 

The Report had set out to enlighten the general uninstructed 
state of the public mind, but this was not found an object easy 

* Report of Committee on Finance and Industry (Cmd. 3807), 1931, pp. 322, 
prife 5s. 
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to realise, since the subject is peculiarly difficult to handle from 
a popular point of view. It may be said that to the patient 
ordinary reader there is more here of intelligible exposition than 
can be found anywhere else, and the Report is easily the best 
up-to-date text-book on the financial system. The description 
of the current working of the Bank of England and Joint Stock 
Banks, the Accepting Houses, and of the discount market is 
exceedingly well done and will form the basis of educational 
work for many years to come. It is preceded by a short but 
eflEective statement of the general characteristics of monetary 
systems and the international gold standard, with the “ rules of 
the game ” laid down definitely as 

(a) a common agreement as to its aims ; 

(b) an object of policy to secure stability of prices as well as 

guaranteeing stability of exchange ; and 

(c) the avoidance of action by individual countries which by 

repercussion imperils the stability of the price level 
elsewhere. 

It can be said with confidence that a recognition of these rules 
on a wide scale would be as great a formal act as the Genoa 
resolutions. 

There is a good deal of new matter, derived from the bankers’ 
evidence, which is essential to a fundamental understanding of 
recent developments, e.g. the grow'th in the proportion of deposit 
accounts to the total, from 32-8 per cent, in 1919 to 47’ 1 in 1930. 
and the details of foreign holdings in deposits and sterling bills 
in London since 1927. The chief public service which this section 
renders is the clear exposition of the position of the Bank of 
England in control of the cash basis and its relation to the volume 
of deposits; and the extent of the creation of credit by the 
joint stock banks and its effect on the level of prices. 

Chapter V deals with the “ Special Problems of Great Britain " 
and lays particular stress upon our position prior to the workl 
depression. Tlie changes in industrial demand and the inter- 
ruptions of exports are described, but there is an import ant 
conclusion, that “ the shortcomings of this country in technical 
efficiency as distinct from organisation may not have been so 
great or have played so large a part in producing our present 
difficulties as is sometimes supposed.” This is based upon the 
fact that we have retained even such a proportion of our exports 
of manufactured goods as our sadly reduced totals represent, 
although our hourly time rate of wages is 30 per cent, higher than 
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in Germany, 70 per cent, higher than in France and 132 per 
cent, higher than in Italy. Very striking figures are given in an 
Appendix showing that the “ hourly output per head in 1929 
may have been quite 10 per cent, greater than in 1924 and 33 
per cent, greater than in 1907.” This table is so important that 
it needs the closest examination, and I confess to some scepticism 
as to the validity of its results, and should welcome some more 
definite official sponsorship and a check by alternate approaches. 
At the same time one is boimd to recognise the soundness of the 
contention that unless some substantial improvement had taken 
place, British employers could not have paid in 1929 real wages 
10 per cent, higher than in 1924. One caveat should be entered 
to the use of increased output per head figures as indicative of 
what can be afforded in additional real wages, should any tend- 
ency to use these as a test be applied. The increase is often 
brought about by large expenditure of new capital which has to 
be remunerated out of the increase j^er licad also. Indeed, it is 
often because of the rapidly increasing real labour cost, that 
capital improvements, hitherto uneconomic, are made. As the 
number of persons employed to produce a given output is reduced 
by the introduction of labour-saving devices, the product per 
head naturally rises, but the new silent partner has to be paid 
too, and the amount actually available for increased real wages 
is the output per head after paying for additional capital and 
restoring the transfer of real purchasing-power from the residual 
profits to the remaining workers in their higher real wage due to 
the fall in the price-level. In actual fact this last transfer has 
only been imperfectly effected, and it is fortunate that tlie ordinary 
shareholder is worse off and the wage-earner better off, even 
when the wage-earner has contributed nothing by additional 
personal skill or assiduity to the increased output per head. 
This section closes by attributing the difficulties of those of our 
industries which are cither substantially dependent on exjiorts 
(or are exposed to the competition of foreign imports) “ largely 
to the fact that sterling costs did not prove adjustable ” on the 
return to the gold standard, “ and still more so to the licavy fall 
in world prices which has since occurred. At least one of the 
signatories must have felt, with myself, a melancholy satisfaction 
at this justification of the lone utterances of six years ago. 

Chapter VI treats of the “ Disequilibrium between Demand 
and Supply,” with special reference to the difficulties of the raw 
material producing countries, and artificial restrictions. 

Chapter VII, on “ Gold and its Distribution,” contains much 
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familiar matter attractively arranged : available figures serve as 
a warning that “ unless definite steps are taken to avoid the 
danger, a fall of prices due to insufficiency of gold will undoubtedly 
occur in the future ” ; but the position is not hopeless, and can 
be reduced to unimportance by goodwill and understanding. 
Changes in banking ratios and banking practices which will 
achieve this are indicated. The boldest advice that here emerges 
is the revolutionary proposal to hold gold reserves not primarily 
as a support of internal purchasing-power, but to meet deficiencies 
on the international trade balances. Thus, in the dual and often 
incompatible roles of measure of value and settlement of balances, 
a definite choice is, for the first time in an authoritative sense, 
made in priority for the latter. 

In discussing maldistribution, the effects of war debts not 
received in goods arc washed out, but an important further point 
is made : “ The effect on prices internationally of an increased 
preference for employing resources in the purchase of liquid 
claims, including gold, is the same as is that of hoarding in a 
])riinitivc community.” Excessive liquidity is more responsible 
than gold shortage. It is hard to correct maldistribution — its 
causes should be removed. 

After Chapter VIII has given a description of the sequence of 
events since 1925, with particular reference to the boom in the 
United States, French monetary policy, and the methods of the 
Bank of England in meeting the return to gold and cheap money 
in America in 1927, the important conclusion is reached : “ After 
all allow'anecs for these unusual or novel manifestations of the 
world order have been made, it is clear, nevertheless, that the 
working of the international gold standard requires, in the modern 
world, a realisation that the forces making for disequilibrium are 
very powerful, and that any mechanical application of the purely 
empirical rules derived from pre-war experience could easily lead 
to very grave and unsuspected results.” 

Chapter IX deals with “ The Course of International Invest- 
ment,” and reaches the conclusion that ivhen equilibrium is 
profoundly upset between creditor and debtor nations, the whole 
world suffers, for adjustment by small price changes or short- 
money movements is inadequate. Deflation occurs in debtor 
countries, and then creditors are affected by their depression and 
the influx of gold. “ Here is, perhaps, the major part of the 
immediate explanation of the collapse of international prices.” 
This collapse is next examined, and the social and industrial 
consequences set out on recognised lines, yet lines that must be 
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reiterated ad nauseam before they will be sufficiently impressed 
on the public mind. '' The recent increase in unemployment in 
every part of the world, accompanied by a decline in production, 
can in the main be attributed to the fall in the level of prices, 
unaccompanied hy a 'proportionate reduction of money costs, however 
brought about 

This is the key to the Report, to the real situation, and 
probably to the only way out. But here the signatories hesitate ; 
some gamble against it, and their stakes are high. Once again 
liquidity is urged as a drawback — the reluctance to venture 
savings is as great a cause of deepening the depression as the 
reluctance of the entrepreneur to borrow and extend. There is 
a healthy recognition of the fact that the social consequences of 
falling prices may be more serious than the economic, for the 
delicate questions of equity are most difficult to resolve. 'Fhe 
problems raised “ transcend in importance any others of our 
time and generation, and we have regarded it as our main task 
to expound their significance and to bring forward suggestions 
for their solution.” 

In the concluding section of tlic expository part, “ The 
Influence of Monetary Policy on the Price-level,” the Report 
breaks ground which is quite new in banking literature. The 
Committee take the view that the price-level is the outcome of 
interaction between monetary and non-monetary factors, and 
the recent collapse is a monetary phenomenon rcsidting from the 
monetary system failing “ to solve successfully a problem of 
unprecedented difficulty and complexity set it by a conjunction 
of highly intractable jihenomcna.” No one is blamed : tlu' 
problem, even if it was theoretically practicable — which is not 
asserted — might have required a degree of knowledge, experiences 
and prescience which no one “ could have been expected to 
possess.” For the task of the monetary system is, by working 
on the volume of credit, to balance the eifects of non-monetary 
factors in causing instability in the price-level. In this task the 
bank rate is stated to have functions which have certainly never 
been attributed to it in any responsible or official literature 
before. But this “ delicate and beautiful instrument ” has certain 
limitations, if acting by itself, (i) Public psychology about 
changes in the rate is on wrong lines and needs educating; 
(ii) policy really demands greater power of diagnosis, and less 
dependence upon such a late symptom as the movement of 
gold ; (iii) it is better adapted to stability of exchanges than of 
business — ^indeed the maintenance of stable exchanges in itself 
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is troublesome, for it “ has the effect of transmitting to our 
credit system any serious disturbances, of a cyclical character or 
otherwise, which may be affecting the rest of the world.” The 
theory of the supply of credit to business and enterprise is 
advanced — ^more advanced than has ever been put into practice 
for any length of time, and cannot possibly be summarised in a 
review. In any case, the Bank of England, with its main pre- 
occupation of maintaining the gold value of sterling, could not 
have practised it. In discussing the influence of the banking 
system on investment the opinion is expressed that the “ monetary 
authority is not so powerless as is sometimes supposed.” In this 
section the hand of Mr. Keynes is very obvious, although it stops 
markedly short of the development of theory in his recent treatise. 
It marks a stage which probably no practical banker would 
himself have ventured to publish, but which, when drafted, a 
thoughtful and responsible banker would find it difficult not to 
sign. 

Part II (Conclusions and Recommendations) opens witli “ The 
Gold Standard,” and recommends that the time is not ripe to 
despair of its compatibility with internal blessedness — a gallant 
attempt must really be made to work it satisfactorily, since the 
international comity is a boon to be coveted. But devaluation 
gets short shrift, and systems of dual currency are not touched. 
Everything possible must be done to raise prices, by Central 
Bank action on international lines, and long-period stability must 
be avowedly accepted as tlieir task. T\j this end a number of 
suggestions arc made, but “ if we have raised expectations that 
we shall be able to propose in our detailed recommendations a 
sure and certain means of attaining these objectives, we fear 
that such expectations will be clisappointed.” It is the adoption 
of the objectives that is the most important feature, not a maj) of 
an unknown course. Among the practical suggestions wc find 
(rt) agreement to keep gold out of active circulation, (b) elasticity 
— at present relaxation — in legal requirements for reserves, (c) per- 
mission to reckon balances wdth other central banks as equivalent 
to ” home ” gold, (d) power to expand deposits. 

In discussing the obstacles facing central banks, the important 
point is brought out that the influx of short-term foreign balances 
under the ” influence of a temporary attraction is, and always 
should be regarded as, the equivalent of a negative gold reserve, 
and consequently as a potential source of weakness.” Events 
since the Report have amply justified this view. A pretty little 
lecture is read to bankers who do not like economic research, and 
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appear to want a quiet life, with a nice set of rule-of-thumb 
instruments, preferably not too new. “ The management of 
currency and credit is essentially an art and not a science.” 
The way is ungrateful, especially for a Central Bank. “If it 
attempts to curb an upward movement ” it will “be criticised 
for cutting short the country's nascent prosperity ” — vide the 
public indignation at any attempt to control the American boom. 
“ There is no need to minimise the difficulty of the high enterprise 
which we should like to sec the Central Banks of the world put 
in hand.” 

“ The Proposcals to meet the Present Emergency ” include the 
steps to be taken by creditor countries in a greater willingness to 
buy and a greater willingness to lend, in which we may read, if 
we will, a reference to debts and high tariffs. A gloomy picture 
is painted for the debtor countries if they have to continue for 
another two years to part with gold on a large scale. This all 
demands not individual but concerted action. Tlien conics an 
insistence on the maintenance of abundant cheap credit, and 
inasmuch as good borrowers are scarce, “ some of us tliink that 
in the domestic field it may be necessary to invoke governmental 
enterprise to break tlic vicious circle.” There should be an 
international discussion on trade restoration, and perhaps a 
private International Corporation with large capital. 

Space fails for the enumeration of the iirojiosals relating to 
domestic monetary policy — the raising of the maximum for our 
note circulation to 400 million £, and the recognition of a lower 
limit of 75 million £ for the gold reserve — “ increased resources 
and greater freedom.” The fusion of the Banks’ Issue and 
Banking Departments, and the freer use of the bank rate, a 
closer connection between the Central Bank and the deposit 
banks, with fuller statistical information for the regulation of 
the amount and direction of investment and widening or narrow- 
ing the margin between long-U'rm and short-term rates of interest, 
are all technical means towards the avowed economic aims and 
need not detain us here. Nevertheless, a point of interest that 
ought not to be missed is the round condemnation of window- 
dressing by the Joint Stock Banks, which adds 75 million £ to 
their apparent cash reserves at the half-year, and 20 million £ in 
the monthly statements. 

A long section on proposals relating to the Capital Market for 
home investment develops a project for a new typo of financial 
organisation to facilitate industrial investment and make it as 
closely sponsored as the foreign bond market, more especially for 
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medium-sized businesses with no special public name. The 
relations between the banks and industry are closely examined, 
and the lack of facility for “ intermediate credit ” exposed. The 
final section is a valuable statement of new statistical information 
which is requisite regularly for the interpretation of financial 
movements and their guidance. 

The worst that can be said about the Macmillan Report is 
that, in the face of our present tremendous and urgent problems, 
its recommendations for immediate relief seem feeble and nerve- 
less ; but no one ought to make this criticism unless he is pre- 
pared to assert that there actually exists a field of active possi- 
bility which has been unexplored. If the land is bare, they 
cannot make it flow with milk and honey. Their best service is 
to expose its bareness and make us face realities. A juster 
criticism would be that the Committee as a whole, looking round 
at all possible expedients, had no common agreement except that 
they wore each and all so nasty and unwelcome that they one 
and all exclaimed, We surely cannot be doomed to such paths : 
we must conclude that Providence will spare us and the price- 
level 7nf(d rise and save us from such decisions.’* But the right 
thing to say about this Report is that it dispels delusions about 
easy remedies, that its long-run programme is a great public 
service, and that, above all, it is the first financial document that 
looks foj'^wards instead of backwards. Up to now, to tinker with 
the old order, adjust its temporary dislocations, and close the old 
ranks in the old way has been the accepted approach to our 
problems. This Report shows that the world we are to live in 
is a new one, with new problems, and a technique to be worked 
out. It offers some fine broad approximations to that technique, 
but bids us above all to be vigilant, experimental and courage- 
ous, because we shall meet the new and strange at every turn. 
Certainly, it rerkoihs for the interaction between industry and 
money in a way that no report has hitherto done. At the same 
time it is practical enough to recognise human limitations, and to 
offer no undue shocks to the virtues of continuity. 

In the Addenda wo find the individuals taking to themselves 
wings, and the most interesting expedients and theories are to 
be found here. Different as they may be, they are together of a 
high order, and there is not one that does not contain valuable 
statements and views. The “ six ” deal with a bolder policy of 
expansion of domestic credit, and they analyse the alternatives 
of (i) a reduction of salaries and wages, (ii) control of imports and 
aids to exports, and (iii) domestic enterprise assisted by State 
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action. On the whole they discount considerably the value of 
reductions in money wages, fearing a cumulative and continuous 
rivalry, and also fixing upon ourselves a price-level at which our 
social debt burdens will be unbearable. In tliis section, in my 
judgment, they over-state the extent to which wage reduction is 
a destruction of purchasing power, whereas, as Mr. Brand makes 
clear, in his admirably executed solo, they are primarily a mZ«6’- 
tribution of purchasing power, which just relaxes the pressure 
from the mainspring, by making the profit element once more 
appear. Redistribution, by price fall, is unimportant, if it did 
not destroy incentive and scope for the very life of the whole 
organism. 

It was not to be expected that the main Report would deal 
even indirectly with a tariff either as an industrial remedy, a 
budgetary expedient, or a monetary device. But the Addendum 
of the “ Six ” touches broadly upon a iariff-plus-bounty scheme as 
a substitute for devaluation and having the advantage that it 
would leave our sterling international obligations unchangctl in 
terms of gold, with the avowed object also of reducing the real 
value of given money incomes, whether wages or rentiers’ interest. 
In the general discussion of import restriction, or other inter- 
ference with Free Trade unrestricted, it stresses the argument 
against the necessary consequence of a mere diversion of rc^sources 
at the present moment^ owing to the fact tliat our productive 
resources are not, and are unlik(*ly to he, fully employed — in 
other words, it throws the rectification in the balance of trade 
equation not upon goods and services at all, hut upon the interest 
and capital items. It deals lightly with the counter considera- 
tions (a) that foreign buying ]X)wer would be so curtailed as to 
diminish our export market and (h) that the cost of production 
of our exports would be increased, (c) that the cost of living would 
be increased. For the first it makes the point liriefiy that an im- 
port of gold might certainly cause a contraction of cri'dit abroad, 
but if the improved balance of trade were used to expand invest- 
ment at home, our imports might even be increased in a way that 
otherwise might have meant a loss of gold, and, moreover, we could 
increase our foreign lending. For the effect upon export costs it 
is urged that “ a direct subsidy would be open to various practical 
objections. But it would not be difficult to find other ways of 
giving back to the export industries advantages at least equal to 
the comparatively small disadvantages. ...” The cost of living 
objection is met by asking for a contrast with alternative proposals, 
and a reference to improved employment. Two of the six signatories 
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make a reservation to the effect that they have no liking for the 
proposals but must accept them as a jpis aller. The objection of 
“ irremovability ” is not touched. Mr. Brand’s addendum, while 
obviously reluctant, admits that in order to protect our exchanges 
and “ to enable the Bank of England to maintain credit con- 
ditions favouraWe to home industry, it might become necessary 
to take steps to restrict imports either by a general tariff on all 
imports, or by a more specialised protective tariff, or by some 
restriction of unnecessary imports. His outlook is restricted to 
the monetary problem.” But a general reduction of efficiency 
and money costs is greatly preferred and indeed is necessary to 
give an impetus to exports, despite fill that a tariff might do. 
Sir W. Raine states in unequivocal terms the case, at (he outset, 
for a revenue duty on all imported manufactures (with a Dominion 
preference), not strictly on the monetary dilemma, but on fairly 
conventional protection and fair trade ” grounds, the “ develop- 
ment of the home market ” argument, and particularly to create 
an atmosphere of confidence. Lord Bradbury’s memorandum of 
dissent ref<?rs to tariffs as a mere enlargement of the list of shel- 
tered trades. It is in Professor Grc'gory^s addendum thfit the 
subject finds its fullest treatment, but he also practically confines 
it to the monetary fispect. He urges that the tariff cannot meet 
the task required or remove the fundamental defect unless it is 
constantly being adjusted, and adjustment would create new 
difficulties. He makes the curious comment. “ Moreover, a review 
of history does not warrant giving the tfiriff a very high place as 
a method of relief from monetary distress.” Has there ever been 
anything approaching an historical parallel to the British con- 
ditions now under discussion? lias a tariff ever been tried or 
suggested before to meet them ? His first substantial objection 
is the argument for probable permanence, and he demurs to the 
‘‘ emergency ” idea. The tariff would tend to perpctufite dis- 
parities in costs, and so long as these existed, retention ivould be 
urged. But the real ground for the emergency measure has not 
been put forward on these conventional lines, but the excess of 
our own real costs at one period over those at another. He rightly 
urges that if the revival of price does not come about, the tariff 
becomes permanent, and puts the case for political ineptitucU' 
very forcibly. Nowhere does he examine the possibilities of new’ 
political devices to overcome it. His second argument is that a 
spurious equilibrium would result, causing a new scries of dis- 
equilibria, because of the attempt to adjust w^age rates to the rise 
in the cost of living, whereas it is of the essence of the proposal 
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that SO long as real wage rates are not hdow the real wage rates 
prior to the depression in prices, no such adjustments will be 
necessary or even demanded. The rentier and the wage-earner 
cling to their monetary rewards and resist, to the uttermost, 
downward adjustments ** to secure constant real rewards, but 
the essence of the present case is that a rise in the cost of living, 
so long as it is within the recent fall, will be conceded without 
any monetary change. It is beside the point to argue what will 
happen if this assumption is incorrect, and it is the correctness 
of this assumption, on industrial, psychological, and political 
grounds, that ought to be examined. The third contention is 
that the scheme is either impracticable, or else unremunerative 
from a budgetary point of view. He foresees a complicated impost 
with considerable reactions in competition in export markets. 

Taken as a whole the Report cannot be said to give a very 
complete or satisfactory examination of the economics of a special 
tariff in the present conditions of British finance and trade. 
The economic examination should assume the political difficulty 
as solved, and report faithfully on the result, and, moreover, it 
should not reassert as 7iecessary, complications which the proposal 
is designed to avoid. 

Lord Bradbury’s memorandum of dissent is rather putting the 
beat on different notes in the bar, e,g, the burden of unproductive 
debt, over-lavish expenditure, excessive distributive costs, and 
an attempt to maintain too high a standard of living. The* 
remedies are mainly outside the Committee’s terms of reference. 
He does not seem to object to the objectives of the Committee for 
the gold standard, but they are “ in conception too ambitious 
and for application too nebulous.” The international objectives 
really involve fixing an index figure for gold, and this with its 
consequentials will hardly “ come within the range of practical 
international politics during the lifetime of the youngest of us.” 
The treatment of the raising of the level of prices is at once “ too 
sweeping and too sketchy.” His positive contributions are, that 
{a) we adhere to the gold standard and try to make it work better ; 
(6) that we make no fundamental changes in our domestic cur- 
rency and banking method — ^a little touching-up will do ; (c) that 
we provide better machinery for investment in domestic industry ; 
{d) Gladstonian economy in State expenditure. He concludes 
that the real causes of our discontent arc in the main outside the 
domain of money and credit. However limited may appear the 
use of this survey, we cannot but admit it to be well reasoned, and 
perhaps to have a certain warning value, though personally I 
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should have preferred it if he had come out of the Victorian era 
and faced the same kind of future as his colleagues. 

It seemed as if, during its course the Macmillan Committee 
had been badly bunkered, but, while it has performed no miracles, 
it has emerged with enduring credit, still perhaps in the rough, 
but with a definite idea as to the direction of the green, and a 
brave array of clubs. 


J. C. Stamp 



REVIEWS 


Britain and World Trade and other Economic Essays. By A. 
Loveday, Head of the Economic Intelligence Service of 
the League of Nations Secretariat. (London : Longmans, 
Green & Co., 1931. Pp. xxi + 229. 10s. 6d.) 

Among the attempts which have been made by eminent 
economists in recent months to helj) us to find out where we are 
and whither wo arc going, here is assuredly one of the most full 
of meat and worthy of careful and continued study. Not that 
Mr. Loveday is concerned primarily with the great slump, wliicli 
had scarcely made its full force apparent when the last of these 
essays was written; but his analysis of the economic make-up 
of the post-war world and of Britain’s place tlieroin is none the less 
searching on that account, and it is at least arguable tluit it does 
not need much reconsideration in the light of quite n‘cent events. 
Looking down upon all the plains of Europe from his Aliiiiu^ 
vantage-ground, and handling gracefully and with confidence tliat 
complicated fabric of world statistics which he has done so much 
to weave, Mr. Loveday has had opportunities for observation 
worthy of the keen and reflective judgment which lu' has brought 
to bear on what ho has observed; and his conclusions, while they 
have not all remained unchallenged, have rightly already won 
very considerable attention. There is the less lu^ed to prest^it 
them in detail here. Jieaders of the Econoaitc iIouunal will 
know already that Mr. Loveday liolds that the main economic 
problems with which the w'orld is now^ incn^asingly confronted 
“ emerge not from a failure to recover from tlu? immediate effects 
of the war, but from the success with which the efforts made hav(^ 
been crowned ” — in other words, from the rapid growth in w'calth, 
or (as it is no doubt more fitting to say in the trough of a slump) 
in the potentialities of wcialth. This rapid growth in individual 
w'calth, itself the product of the triumphs of applicul science and 
of the declining rate of growth of poj)ulation, has produced a 
change in the character of demand : the demand for the simpler 
staples and necessaries lags behind the growth of wealth, and is 
replaced by a demand for comforts and enjoyments which is moi*e 
fickle and unstable in its nature, and calls for ever greater versa- 
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tility and power of adaptation on the part of the producer. Hence 
the troubles of the producers of cereals and of the simider manu- 
factured goods; hence also the efforts to hypnotise demand 
by advertisement and to gain protection against its vagaries 
by cartcllisation. 

To the present reviewer it docs not seem doubtful that Mr. 
Loveday is right in thus tracing the main economic disorders of 
the world— not excluding the trade slump itself — ^to imperfect 
development of our organs for digesting wealth. About some of 
the subsidiary generalisations which arise in the course of his 
analysis it is hard to feel so confident. Does not Mr. Loveday 
under-estimate (pp. 50, 125) the forces tending to depress the 
standard of life of the agriculturist ? Is it really certain (p. 92) 
that a greater equalisation of the distribution of income tends to 
promote instability of demand ? The opposite thesis would seem 
to be equally plausible — that it is the relatively rich who exercise 
both those Juxury-deniancLs which Mr. Loveday characterises as 
fickle and those variable demands for capital goods which are at 
the root of cyclical fluctiuation, while the demands of the relatively 
poor are comparatively stable and calculable ; so that a transfer 
of income from the former to the latter would, taken by itself, 
make for increased stability. But again, is it not perhaps the 
physical nature of the “ new ” consumers’ goods, approximating 
as they do in size and durability to capital instruments, rather than 
the mere fact that they are objects of luxury, that renders the 
demand for them unstable ? Finally, there will no doubt be many 
to question ]Mr. Loveday ’s confident inference, from the greater 
growth ill 1925-9 of trade than of ))roduction, that the future holds 
in store a great expansion of international trade, and an eagerness 
on the part of manufacturers in all lands to strike off the shackles 
in which they have bound themselves in recent years. Whatever 
our judgment on these matters, these instances serve to show the 
rich food for reflection which the essays entitled “ A Record of 
Progress, 1925-29 ” and “ Quo Vadimus ? ” contain. 

When Mr. Loveday turns from the world scheme to Britain’s 
])lace in it his conclusions ai*o equally striking and woiiliy of 
attention — and perhaps even more likely to provoke controvers}'. 
Britain, he holds, has failed to adapt herself to the changing condi- 
tions of the world, and it is this lack of adaptability, this rigidity 
in the various portions of her economic mechanism, which was at 
the root of her troubles in 1924-9 rather than currency policy or 
any of the special disabilities so often pleaded in her defence. 
Mr. Loveday has no difficulty in showing that in those years the 
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growth of our exports, not only in the old staple industries, but in 
the more specialised trades with which the future lies, failed to 
keep pace not merely with the growth in Germany, emerging out 
of her slough of despond and stung by the gadfly of reparations, 
but with that in most other industrial countries as well. It is 
indeed difiicult, as it has been for many decades, to decide how 
many tears it is appropriate to shed over this relative decline. It 
would be comic, if it were not so disconcerting, to find what 
opposite conclusions two authorities so much akin in general 
outlook on the world as Mr. Loveday and Sir Walter La 3 rton ^ can 
draw from the same sets of figures. Of the exports of electrical 
machinery and apparatus, observes Mr. Loveday, the British share 
was very much lower in 1928 than in 1924, and by 1929 was less 
than in 1913. “ In electrical machinery,’* writes Sir Walter, “ we 
have kept well abreast of our competitors.” “ A still more 
striking example of recent decline . . . is afforded by the artificial 
silk industry,” groans Mr. Loveday; ” the British share in the 
quantity of this product exported by the leading countries was 
almost cut in half between 1925 and 1929.” “ In the production 
of quasi-luxuries,” chirps Sir Walter, ” we are kcc})ing pace with 
a rapidly rising demand. . . . Our exports of artificial silk tissues 
rose from £332,000 in 1926 to £925,000 in 1929.” “ Others 
have taken the place which might have been ours in, for instance, 
the markets for wireless or photographic aj)paratus . . . etc,” 
mourns Mr. Loveday. In the production of “ diversified and 
specialised products, the making of w4iich demands a high degree 
of skill. . . . Britain still leads the field,” proclaims Sir Walter, 
singling out as an instance the sui)ply of photograjihic lenses to 
Hollywood. Poor John Bull ! No wmder he rubs his head, and 
liaving obtained from his college-bred son a translation of Mr. 
Loveday’s question Quo Vadimu8% remains uncertain whether 
the answer is heaven or hell. 

This much, I think, can bo said — that some of Mr. Loveday’s 
gloomy conclusions need reconsideration in the light of the informa- 
tion which has lately become available about the increase in British 
productivity per head between 1924 and 1929, and esixjcially 
during the latter year. Nor do I feel sure that he assesses at its 
true weight the turn of the terms of trade in favour of manufactur- 
ing countries, which he seems to regard as having been practically 
cancelled by 1929, and the renewal of which during the slump he 
asserts to be only a flash in the pan. Again, to a reader coming 
fresh from Mr. Loveday’s strictures on the immobility of labour the 
^ I'he Economic SiivuUion of Great Britain (London Goneral Press, May 1931)* 
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Ministry of Labour figures of the changes in the occupational 
distribution of labour in recent years would bring, I think, a 
shock of relieved surprise. Nor does even so eminent a master 
of statistics seem to be exempt (pp. 172-5) from the temptation, 
to which members of Parliament and bank chairmen are naturally 
an easy prey, to bring the Board of Trade index of wholesale prices 
into collocation with money wage rates as though it were an index 
of the prices received by British manufacturers for their products. 

Further, behind all such questions of the interpretation of facts 
and figui-es lie, as it seems to me, unsettled questions of judgment 
— almost of aesthetics. How far, if wo were free to choose, should 
we wish to see Britain relying for her imported daily bread on the 
exploitation of her rentier position, or how far should we prefer 
her to earn it by the sweat of her brow, and to keep, as a symbol 
and token of her greatness, the whole account of interest-receipt 
and new foreign investment in a separate — almost a non-economic 
— ledger ? It almost seems to be some such course as this that 
Mr. Brand, for instance, to judge from his interesting addendum 
to the Macmillan Committee Report, in his heart desires. Perhaps 
the bottom of a slump is not a suitable moment to attempt to 
assess either our desires or our powers ; but for all M ho are ponder- 
ing on such matters Mr. Loveday’s book contains a quite in- 
dispensable mass of information and suggestion and argument. 
And when all (qualifications are made the cumulative weight of the 
evidence is still, I think, on the side of his conclusion that in the 
mutual relations of finance, industry and labour in the Britain of 
1924-9 there was a good deal of avoidable costiveness u hich called, 
and still calls, for considerable doses of such medicine as a Musso- 
lini, no doubt, would be delighted to supply. 

1). H. Robertson 

Economic Fragments, By D. H. Robertson. (London: P. S. 

King & Son, Ltd. 1931. Pp. viii + 267. lO**. Cd.) 

To ad<apt a pen at its best sluggish to the flights of one udio 
can prove discipleship of Lewis Carroll and Alfred Marshall in the 
same breath, and trips from light fancy to devastating solidity 
overpage, is too unfair a task. Let us begin, heavily, with the 
solid group. 

The first fragment is on “ Economic Incentives,” and treats of 
the supply of the four agents of production. After an extremely 
detailed analysis of the supply of labour, Mr. Robertson finds 
that the amount of labour available from all sources shows little, 
if any, response to the incentive of a change in revrard. Similarly 
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in the case of other agents; their supply constantly expands, 
not owing to any psychic reaction to an enhanced reward, but 
because the reward itself enlarges the source, of the supply. A 
high interest rate does not persuade savers to set proportionately 
more of their incomes aside so much as it endows them with a 
larger income from which to save. 

The discussions opened by the next essay are still faintly 
reverberating. In itself it is an attack on every point in the 
Colwyn Committee Report, showing that income tax does not 
affect prices. Victory seemed to be at least momentarily with 
the attack; but it led to a series of counterblows, and, in the 
end, provoked the inevitable discussion : What does affect the 
supply price of anything ] Here the victor, in very good com- 
pany (see recent numbers of the Economic JouRNAii), and with 
a perfect grace, and witli the rest of us, falters a little. Tliis 
second essay at the beginning seems to be contradicting the first ; 
it seems to be saying that, despite the Colwyn Committee, income 
tax does raise prices. But according to the earlier thesis, the 
entrepreneur is not much affected by his j)ecuniary fate, and, tax 
or no tax, will continue producing much as before ; if this is so, 
and if the tax docs not affect his prime costs, we remain still grop- 
ing for a way in which it may raise prices. Reassurance comes, 
however, at the end, when we are told that faulty conclusions do 
not inevitably follow fragile theory. 

Whatever else Mr. Robertson achieves by his raids, Uc cer- 
tainly stirs the Viking in others. The last article of this group 
is on “ W’^age Grumbles,” and defends the marginal productivity 
theory of wages against five groups of assailants. Attack being 
the best defence, all five are harried and, surely, except one, per- 
haps, whose trenches arc very deep, i)ut to flight. Yet, whilst 
enjoying the spectacle, the onlooker cannot avoid the sense that 
these guerilla movements are rather obscuring. What is this 
theory beliind the defence? Must not the grumblers rumble 
indefinitely unless the theory is collected from the various appen- 
dices and footnotes where it now lies and given a solid body? 
Could not a sixth grumble-group firise and say, for instance, that 
wages seem always in the past to have increased more as a result 
of improved instruments than as a consequence of growing labour 
productivity, marginal or other; and that if it is desired to 
explain anything about the determinants of wages (this being the 
chief end of a theory), it is ncccssaiy to begin at several points 
utterly remote from the factor labour, e,g. discoveries of materials, 
machines and su])ermen, as long-run factors ; and money, as the 
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short-run factor 1 Possibly tliis is nonsense exceeding that of 
some of the other five ; or, if not, Marshall must already have 
said it ; but such difficulties can only be dispersed if the orthodox 
theory is put together and shown whole ; and, humbly, and with 
the conviction that there is in fact the whole theory for the seeking, 
we would urgently crave this favour. 

Despite the motto of the book, quoted from Tweedledum, 

“ Every one of these things has got to go on, somehow or other,” 
the pinning and tying of the strings is most neatly done. Even 
where the transition is from Wages Theory to a purely descriptive 
treatment of the Coal »S trike and General Strike, and thence to 
the Slump in Shipping and Shipbuilding, and on to Unemployment 
and Family Endowment and the Malthusian Devil, there are 
links and threads which create unity at least in the “ atmosj)here ” 
of the work. The expressed liope that the book w ill be “ intel- 
ligible and interesting to the general reader as well ” is realised 
without, one feels, diminishing the scientific value of these short 
stories. 

Eighteen reviews of the works of others appear in the book, 
grouped according to subject and having a continuity of thought 
scarcely to be expected in such commentaries. Here the touch is 
of a sensitivity that to the reviewer’s reviewer, who has to strive 
after it, is almost agony, so intangible is its quality. Shaw, 
Wells, Keynes, Ford, each in turn is matched, mood for mood. 
There is a versatility and style which lies almost unsuspected 
w'hen hidden bencatli tlie heavy phrases of the dismal science; 
it w'ould be gi’eat unkindness to limit it permanently to this use. 
Perhaps its strength is greatest in veneration ; for none in reading 
the review of the Memoriah of Alfred Marshall could escape the 
compulsion to jiay deei) tribute. Three pre-war speculative 
essays close the volume most fittingly, since they strongly whet 
the appetite for more. 

J. R. Bellerby 

A Coniribnlive Society, By J. R. Bellerby. (London : Educa- 
tion Services. 1930. Pj). xvi + 224. Is, ikl,) 

“ There appear to bo two chief difficulties confronting those 
who are anxious to see some change in the ‘economic system.’ 
The first is that of visualising a system which v/ould in all W'ays 
reflect or express their idcfil ; the second is that of determining 
what steps may bo taken, here and now^ tow'ards the attainment 
of the ideal ” Qi. vii). In this book Professor Bellerby analyses 
the imperfections of the existing economic system, expresses in 

Q Q 2 



442 


THE ECONOMIC JOUBNAL 


[sept. 


general terms what he considers to bo the conditions essential 
to an ideal system, and then attempts to answer the difficult 
question : “ How far is it possible, immediately, to press forward 
towards the ideal ? ** (p. xi). It is in answering this question 
that Professor Bellerby differs most fundamentally from the 
Marxists, for, in so far as the ideal is concerned, he has much in 
common with them. The Marxian ideal of a State in which each 
contributes according to his ability and receives according to his 
needs is very close indeed to Professor Bellerby’s ideal of “ a 
community of men whoso accepted aim was to contribute their 
maximum to the consumption of the entire group (p. xi). But 
while the Marxists maintain that the transition from the present 
state of society to the ideal must take place primarily through 
a change in institutions, thus causing the contributivo spirit to 
develop as a consequence, Professor Bellerby envisages a transition 
in which individuals must develop the contributive spirit and thus 
alter institutions. He considers that “ undoubtedly, certain 
methods of social reconstruction, the kjgislative and the educa- 
tional, do make for the greatest possible width of advance ; but 
the advance is correspondingly narrow in depth. . , . 1'here is, 
however, a second possible way of advance. It consists in the 
establishment of small pockets of society, groups which are bent 
on making personal experiment towards some social model ** 
(p. xii). It is this method which appeal's to the author to be 
most consistent with the ideal before him. 

“ For some reason, not readily understood, the question of 
the underlying diiving force of industry appears to have been 
largely omitted froiii the sjdicre of ‘ economics.* The tendency 
has been to regard this subject as falling within the scoi)o of 
ethics.’* But “ sooner or later the economist or social leader w'ho 
recommends new economic mechanism without reference to the 
power available to drive it will come to bo judged as, say, an 
engineer who builds machinery for which no suitable form of 
power can be found ” (p. 5). Wo may .see the point of this 
statement of the author if wo ask, for example, how far the 
orthodox criticisms of socialism are only justified on the assump- 
tion that human motive in the economic life of a socialist com- 
munity will ho no different from the motive underlying the 
economic life of an individualist society. The assumption of 
orthodox economists, that self-interest is the prime mover of all 
individuals, while true to some extent in the economic life of an 
individualist community, might no longer bo true in a community 
based on different principles from those commonly accepted 
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to-day. Professor Bollorby readily admits that “the grip of 
self-interest ... is exceedingly tenacious ; for its foundations-aro 
laid in a series of ever-present and compelling bodily cravings. 
... It does not necessarily follow, however, that because self- 
interest has a psyehological basis which is permanent, it will always 
be dominant (p. 22). It may be quite impossible for many of 
us to believe that individuals can ever be prompted in their lives 
by any motive, ultimately, other than the desire for satisfaction 
through self-expression; but this docs not imply that self- 
expression cannot take other forms than the personal accumulation 
of wealth ; it may take the form of making the maximum con- 
tribution to general welfare if this activity is believed to be worth 
more than mere acquisition. The business man who has “ made 
his pile ” rarely retires from business. Not because his material 
needs are not yet satisfied, but because in order to feel that ho is 
a satishictory member of society ho must bo accumulating wealth. 
If the measure of satisfactoriness wore the amount contributed 
and not the amount acquired, the motive governing i^roduction 
might alter in a very short time, as has doubtlessly occurred to 
a considerable extent in Russia. In finding the root of the evils 
of the present economic system in human motive the author 
challenges the most fundamental assumption of orthodox eco- 
nomics. Ho puts a very strong case for a reconsideration of the 
value of this assumption if wo visualise society as a changing 
organism in every way, and not as one in which the most anti- 
social of human characteristics cannot change. 

Wo now come to the principles to be put into effect by those 
who, in society as it exists to-day, accept the ideal of “ maximum 
contribution “ and desire to bring into existence a community in 
which this is the ruling motive of human action. “ Since it is to 
the community as a whole that the gift is to bo made, the con- 
tributor necessarily ranl^s himself equally with all others for 
benefits; and he attempts to assess his share by making some 
estimate of tho ' average wage.’ The attempt to limit consump- 
tion to this average, whilst following naturally upon any con- 
tributive urge, might nevertheless in some cases, by its reaction 
on the individual, reduce his pow^or to serve ; and in such cases 
‘ maximum contribution ’ would involve consumption greater 
than the average ” (p. 139). In maldng this concession it may 
appear that Professor Bellerby is admitting the validity of tho 
excuse which has been given for every act of exploitation that 
has over been perpetrated, but it may be replied that if tho aim 
of thie individual is maximum contribution, then he never will 
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increase his consumption beyond the point at which ho believes 
it will help him. The question is, will his belief be affected by 
his desires ? and this question cannot be answered with certainty. 
Some doubt may also bo felt as to the “ average wage ** basis of 
income. Why not make it average income, for example, in which 
case the personal income would bo much loss ? Hero it seems 
that the limitation of income Ls only the material sign of a change 
of motive; if the motive lifts really changed there is no doubt 
that the individual will limit his consumption to a minimum, 
whereas if the motive has not really been altered, then, to what- 
ever extent he limits his income, ho will, in fact, bo able to gain 
more than the average material satisfaction by various subversive 
means. It appears that too much stress shcfuld not be laid on 
the actual material limitations which Professor Bcllorby suggests. 

Given that a Society of individuals accepting the principle of 
maximum contribution and the average wage lias been formed, 
wheat kind of work are they to undertake in an acquisitive com- 
munity ? In answering this question it is suggested that they 
should take part in ordinary economic life, with certain limitations. 
“ If any member were an architect, or a teacher, or a welfare 
worker, or a manufacturer of artistic wares, he would bo con- 
tributing directly to the stated aims of the Society. Another 
method would bo thi’ough deriving funds from work in industry 
and devoting them to the ‘common piu*})oses ’ (p. 15;!) of the 

Society. “ Property should be held in such a way that it would 
yield most benefit, present and future. During early life much 
might bo held in private hands, so that it might be transferred 
readily from use to use*’ (p. 193). Inheritance would bo elimi- 
nated, but the Society would provide insurances for its members. 
In industrial activity social ly-harmfu I trades would bo avoided, 
competition as a means to fostering enterprise cand ability would 
bo utilised, but would give way to co-operation whenwer it proved 
unsatisfactory. “In industrial relations the attenqit ” would 
bo made “ to arrive at a position in whiirh «all })ci’sons share the 
ow'iiership of, and the responsibility for, industry ; and the creation 
of an attitude to jiroduction such that every business unit, as a 
body, becomes a public service? “ (p. 194) would be fostered. The 
question, to what extent the Society would be justified in benefiting 
from the profits gained by individual members, is unfortunately 
not discussed. The conflict which might arise betw'een the duty 
of a member to the Society whoso only aim was to maximise its 
contribution to the community in the long run, and his obliga- 
tions direct to the community through his work, appears hardly 
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to have been considered, though the solution of this problem is 
essential to any satisfactory working of the Society. For example, 
if the Society were greatly in need of funds for important social 
work, would its members be justified in raising the prices of their 
services to the community in order that these funds be obtained, 
or would this constitute an unjustifiable exploitation of the com- 
munity for the benefit of the Society ? Societies of this kind have 
existed in the past in isolation, so that the methods of the 
acquisitive w’orld could bo completely renounced. In bringing 
his Society into close contact with economic life, Professor Bcllerby 
certainly increases its power to influence that life, but the need 
for compromises with the desire for acquisition is at the same time 
substantially increased. 

The Society could, as it grew, split up into self-governing units, 
distributed throughout the acquisitive community, in the form of 
“ numerous separate, independent trusts, organised cither on an 
industrial or on a social basis (p. 197). Those organisations 
would act as an example to other producing organisations and 
would recruit new members as their success became apparent. 
By degrees these larger units would bo found to affect the State 
itself, though this stage of development is unfortunately very 
slightly considered by the author. Ho maintains that, “ irre- 
S 2 )ectivc of the stage of growth reached in economic matters, there 
will still be a necessity for State organisation, law, and govern- 
ment, of much the same kind as that which exists now, so long 
{IS any form of disregard or carelessness prevails. ... It follows, 
therefore, that the Contributivo Society’s organisation could 
never completely supplant that of the State ” (p. 212). Unfor- 
tunately, the relationshij) which would exist between two powerful 
bodies of this kind is not discussed, exciq^t in so far as it is suggested 
that the branches of the Society would be law -abiding, tax-paying 
institutions. It may bo doubted w'hether the Society and the 
State would not in fact become identical w'hcn the mass of the 
population had become members of the Society, for by then the 
community as a whole would have accepted the “ contributivo ” 
l)rinciplc and the maintaining of law and order would be no more 
than a process of administration. 

Throughout the book the author has the needs of the individual 
at heart and deals interestingly with problems and experiments 
in education, the naturo of self-interest, personality, the encourage- 
ment of artistic expression, and the danger of the desire for power 
as a substitute for the acquisitive motive. He covers a field far 
wider than that which is normally treated by orthodox economics. 
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In considering the position of Russia he states the fundamental 
difference between himself and the Marxists in the following 
words : “To attempt to force it (Communism) on a people at the 
point of the sword, as was done initially, is the most cynical form 
of contradiction ” (p. 34). It may be asked hero whether some 
compromise is not necessary between the two methods of attaining 
to the ideal society. While the contributivo spirit is undoubtedly 
essential, is it not probably also essential that anti-social minorities 
should bo compelled to conform to any widespread movement ? 
And can it not bo said that the Russian revolution was, in fact, 
a rather bloody instance of such coercion ? The part to be played 
by Professor Bellerby’s Society in the community of the future 
seems very analogous to the activity of the Communist Party in 
Russia to-day, with one difference, that the Communists do not 
restrict themselves only to conversion by example. In both cases 
wo have Avhat may be called “economic asceticism,” that phe- 
nomenon which shows signs of spreading and bringing about the 
one change in “ human nature ” whicli has hitherto been con- 
sidered by the mass of peo])le to be impossible. It will be interest- 
ing to see to what extent the contributivo society of the future will 
bo indebted to the economic asceticism of the j)ersuasivo variety, 
and to what extent to the economic asceticism of the (‘‘ommunists, 
and to wh.at extent a compromise between the two may bo effected. 

This book challenges the existing economict system, and finds 
strength in its sincerity. It should be inspiring to all those who 
have not been hardened by too long an acquaintance with the 
orthodox conception of human nature. Professor Bellerby is 
fair-minded, perhaps too fair-minded to have the maximum 
propaganda value, for he is acutely conscious of the problems 
with 'which his thesis confronts both us and him. For this reason, 
in certain places, an extreme broad-mindedness may give the 
impression of a lacdc of faith in the proposals made ; which is a 
pity. Ultimately, Professor Bellerby is more than an economist, 
he is an artist in the widest sense of the term, and is aiming at 
an ideal far wider than anything which can be expressed in the 
limited terminology of economics. This ultimate ideal he calls 
the “ Higher Beauty. By this is meant the art of exj)rossion of 
the whole body of the people, viewed as a harmony ; a thing of 
infinite variety combined into one vast life symphony. It is the 
counterpart in man’s activity of that of Nature, where infinitesi- 
mals and infinites contrast, and where nothing is so small as to 
be neglected and nothing so great os to overbear the whole. It 
is this human Higher Beauty that demands the contribution of 
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each artist ; and it is this in the service of which each may acquire 
freedom, partly because its service means full outrcaching, partly 
because it implies unity and not conflict with other effort (p. 221 ). 

P. A. Sloan 

University College, 

Bangor. 

Youth and Power, By C. R. Fav. (London : Longmans, Green 

& Co. 1931. Pp. viii + 292. 106'. 6d.) 

No one could be better qualified than Professor Fay, d cheval 
on two continents and two centuries, to see the problems of 
three countries, as he tells us in his Preface, from their own 
angles of approach. What is youth, a little disillusioned and 
deprived of its natural leaders who are sleeping in the grave- 
yards of France, going to do with its power? What solutions 
will it find for the social and industrial problems of to-day? 
The remedies proposed are various. At the forefront we find 
the doctrine of greater consumption: pay the working man 
more and his wages will at once return in a beneficent stream to 
encourage production and further employment. I'his is “ bald 
advocacy of greater cmplojmicnt through the magic of greater 
consumption at nobody’s cost.’’ In the last resort it merely 
bears evidence to Labour’s dislike of a system of production 
based on profit-making. It disregards the fact that every rise 
in w^ages makes it harder for the employer to employ as many 
men as before, and blinds its adherents to the real cause of 
economic trouble — the collapse of man-power before machinery. 
In the past new inventions meant development, and labour-saving 
machinery was job-making machinery; to-day every improve- 
ment means a definite ousting of man from the scene of action. 

There is not one problem of unemployment : there are a 
number of different problems. In the building trade the trouble 
is due partly to the poor performance of the w^orkers ; in (cotton 
to unhealthy capitalisation in the past and the misfoi’tune of 
dependence on Eastern markets ; in coal, to stringency of capital 
and consequent lack of development. Taxation, jku'c the Colwjm 
Committee, must take its share of the blame. Accumulated 
wealth may well be able to make great contributions to the 
revenue year by year, but a damper is put on new growth. 
Rising costs are not, as Labour is inclined to believe, “ piped 
through some mysterious channel on to the luxury fund of the 
very rich.” 

The upshot of the discussion is that youth cannot expect to 
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have a short cut to power. Bolshevism is dismissed in a very 
few sentences. It is not a menace to the world because, con- 
ceived in htatred and securing itself by force, it is sterile and 
therefore cannot spread. An Army Corps of Western bour- 
geoisie, recruited from short-sighted Bank clerks and stolid Trade- 
unionists, would walk through a whole army of Moscow’s best, 
chiefly because the Russian conscript, imbued w’ith Bolshevist 
philosophy, would inevitably shoot his officers in the back when 
they advanced to attack. But the majority of us live so heavily 
in the world of reality that we rarely rise to the thought of ulti- 
mate things. We treasure security, and here lies the main appeal 
of capitalism : the system works and pays its way, or at any rate 
sees that the way is paid somehow. But our great society cannot 
leave it at that. And so Professor Fay makes his appeal to 
youth : those who, like himself, arc spiritually averse to the 
dominion of capitalism must show it constructively by creating 
alternatives which will pay their way. We have done it once, in 
1844, and wo can do it again in the field of semi-public enterprise, 
securing the co-operation of the working man by so improving 
technique as to stabilise his wages. But we must confine our- 
selves to essentials. The nationalisation of Banking is not a 
practical issue, while the nationalisation of Power is fundamental. 
An enthusiastic chapter de.scribes the two strongest examples of 
nationalisation in the world : the Canadian Wheat Pool, an 
association of producers, and ih(? Hydro-electric Power Commis- 
sion of Ontario, an Association of consumers which in years to 
come will be the “ tool case of a rational state socialism.” Both 
render service at cost, and afford the most valuable and the most 
promising counterpoises to capitalism. 

Professor Fay is essentially dynamic and always constructive, 
and frequently ho intrigues the reauier by suggestions which he 
side-tracks, presumably from want of space. Such is the state- 
ment, casually thrown out, that Great Ih’itain would hav(5 no 
difficulty ill producing all the food shci requires in cas(i of another 
war. Occasionally ho assumes greater knowledge than can bo 
expected of the average student, and therii arc places where his 
irony may not bo understood and so miss its mark. Nor is it 
always easy to follow the order of his cx{)osition — to understand, 
for instance, why wo should pass from a ” Note on the Belief in 
Immortality ” to a discussion of the Classical Theory of Inter- 
national Trade. But if Professor Fay is frequently ironical ho is 
never cynical, and his reply to the above criticism would prob- 
ably be that he is inviting his readers to think, and indicating 
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for their guidance the path that otliers have trodden. So Adam 
Smith is the dynamic thinker who performed the prodigious feat 
of teaching nations to find power not in sword and shot but in 
the peaceful art of making a living. Marx was an incurable 
romantic, but out of the “ preposterous idealism of Owen there 
emerged the solid commonwealth of the Co-operative movement. 
And it is this solid commonwealth, illuminated by an idealism of 
his own which shines steadily through i)aradox and epigram, 
that Professor Fay offers to youth as the objective of its power. 

H. Rey’nard 

The Economic Life of Soviet Russia. By Calvin B. Hoover. 

(London : Macmillan & Co. 1931. Pj>. 301. 12, s\ Gd.) 

“ It has always been assumed that the Soviet economic system 
would be successful because Communism was innately good, or 
that the Sovit^t system would fail because Communism was 
innately bad. ... It is a comfortable attitude to maintain 
toward events which arc occurring in the Soviet Union. . . . 
Although tlio Soviet civilisation is farther removed from the 
Utopia of the philosophers than the civilisation of Capitalism, 
the Soviet system nevertheless has possibilities of economic 
success great enough to constitute a menacing threat to the 
future of Capitalism (p. 341). In a note to the passage quoted 
here from Profe ssor Hoover’s most valuable book, the author 
adds that Mr. Keynes approaches the same idea from another 
angle when he puts the question, whether the New' Order in 
Russia is merely a materialistie improvement over Capitalism 
or is a new way of life. 

The chapters on Organi.^ation of Industry, Internal Trade, 
the Banking System, Foreign Trade and Money, are descriptive 
of the system, free investigation being still impossible. The 
cfifieicncy, present or future, could not be tested. The student 
in this respect is unassisted, and will have to remember Professor 
Hoover’s w'arnings, which we would have wislied more insistent. 
Production statistics in quantities and money values are not 
comparable, either with the production of pre-war Russia or 
with the present production of other countries. The price index 
is almost w^orthless, since goods arc rationed or unobtiiinablc. 
Very little is left to positive statements, and a great deal for 
meditation. “ The evidence of the eyes proved beyond doubt 
that capital construction on a large scale was actually taking 
place.” But the evidence of the eyes is not sufficient to prove 
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whether the investment will pay. Professor Hoover also warns 
the reader very appropriately that profit is not the object of 
Soviet enterprises. It seems, however, that the credit reform 
of 1930 implies the admission of a complete confusion between 
money, cost and production. Lenin saw the essence of Socialism 
in accounting ; it would follow that there is little of it in Moscow. 
The requisite of solvency in the credit system escapes even the 
most desperate blows of Stalin, despite the avowed “ intention of 
the Supreme Economic Council to place every Combination, 
Trust, undertaking, and even the sections in factories on an 
individual accounting basis.” Nor has the Bcank reform “ pre- 
vented inflation,” though the Commissar for Finance has denied 
such statements. Indeed, very little information is obtainable 
as regards the economie results of the basic “ constructive ” 
elements of the Soviet system. One must hope that the chiefly 
descriptive period of investigation and the pseudo-statistical 
estimate of the gains and losses will some time be overcome. 
The author has managed to get somewhat closer to the collective 
farm, but even so his very instructive chapter on Agriculture 
culminates in sentences beginning with expressions such as “ it 
is intended,” “ it is counted,” “ it is expected,” “ the question 
must at once be raised,” and no positive answer, based on actual 
reliable economic data, can be given. 

The Soviet system, owing to its very foundations — force and 
fear — can apparently not bo treated as an economic subject. 
It is a fighting machine. The author repeatedly confirms this 
conception. 'J'hc economic results are of secondary importance. 
But there are “ possibilities.” Of course there must be. Measured 
by capitalist standards, they ought to be immense. Stalin — 
“ the Asiatic despot ” — invests in rationalisation and industrialisa- 
tion a large proportion of the national income, and a considerable 
amount in Weltpolitik. Foreign capital supports its gravedigger. 
Thus the operation must bo successful, ])rovided the regime 
proves stable. Measured by Socialist and Marxian standards, 
the possibilities are less rosy. 

Otto Bauer, in 1919, has anticipated the inevitable clash 
between the would-be proletarian dictatorship and the peasants, and 
he foresaw that the “ despots ” would have to force the peasants 
into collective farms. Kautsky is no less positive in his recent 
book. It would seem to the Socialists that Stalin would share 
the fate of Adoniram, who was “ over the tribute ” or levy of 
forced labour. 

The vulnerable point of the Soviet system lies in the political 
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centre. Even after signal victories it may disintegrate quickly. 
Whether that would be for the better or for the worse of man- 
kind everyone has to find out for himself. Professor Hoover’s 
balance-sheet on the Soviet system is interesting though not 
established in a uniform currency. 

On the credit side we find : 

(1) If the i)rc8ciit crisis is passed, the Soviet Union within 
a decade will be in a position to offer a standard of living wliieh 
will compare favourably with that of the more poorly paid workers 
in capitalist countries, and unless the standard of living of such 
workers in the capit«alist world shall have been materially raised, 
the World Revolution will Ijegin to make rapid strides. 

(2) The workers’ clubs constitute one of the real gains of the 
Revolution for the worker. The club is the most effective com- 
petitor which vodka has. 

(3) The Soviet Government has taken a more realistic view 
toward the problem of the status of women in the modern indus- 
trial and urban world than has any other country. 

(4) On account of the direct control over the economic system 
which is exercised by central authority, it seems probable that 
the Soviet Government will succeed in keeping unemployment 
at the low figure which was attained during 1930. 

(5) Within the limits of the classes to which the system of 
social insurance applies, it represents an important contribution 
to social welfare. The worker . . . has a greater measure of 
security against economic hazards than in many capitalist 
countries. 

(6) Together with other elements in the economic and social 
system, social insurance reduces very greatly the fierceness of 
the economic struggle for living. 

(7) The Party arrogates to itself tlie right to determine what 
is good for the proletariat, but sincerely attempts to serve the 
proletariat in its programme and policy. No effort isspared to make 
the workers feel that they are an important factor in industry. 

(8) Russian Communism has had the courage to try out 
radical solutions for economic problems such as the agricultural 
and unemployment problems, and for such a social problem as 
that of the status of women in modern economic life. Some 
progress in solving these problems has been made. 

(9) If the desirability of achieving a really socialistic, economic 
and social order is taken for granted, then considerable credit 
must bo given to the Russian Communist Party for having pre- 
served the dynamic character of the Revolution and for having 
developed a truly socialistic system. 

(10) Even if one is not a Socialist, the contribution to the 
fund of human experience and knowledge for which the Soviet 
system is responsible cannot be denied. 

(11) It used formerly to be denied tlxat a socialistic state 
could ** carry on ” at all. Such a denial is no longer possible. 
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(12) No bitter necessity for people of safeguarding or im- 
proving their individual economic status. 

(13) The pride of family has been destroyed. 

(14) The amassing of wealth is impossible and the craving 
for wealth neutralised. 

(15) The interest in the success of the Five-Year Plan has 
been partially substituted for success of the individual. 

(16) The creation of a system of life which has displaced the 
money standard of mcasui*ement for even the moral and sub- 
jective values wliich exist in bourgeois civilisation must be 
registered as a distinct contribution to human welfare. 

(17) The servility which is induced by the desire to obtain 
monetary rewards has almost disappeared. 

(18) The spiritual advance which is registered (;annot be 
gainsaid. 

On the debit side we find : 

(1) That the Soviet regime is founded upon force and fear 
there can be no question. 

(2) To a foreign observer it appciirs that violence has come 
to bo inseparable from Communism. It is not only in the village 
that class warfare is yircached. It is impossible to believe that 
liquidation of the kulaki “ as a class ” will bring an end to violence. 

(3) In terms of present human well-being it would, no doubt, 
have been better for the generation of the Russian poof)lo who 
witnessed the Revolution if events had followed tlie familiar 
historical pattern, and if the? experiment with Socialism had 
been finally abandoned as abortive at the time of the N(nv Econo- 
mic Policy. The benefits which will accrue to the Russian people 
during the next decade can hardly compensate for the 
since the Revolution when objective and subjective conditions 
of life have been comparable with the days of Ivan the Terrible 
or TartJir raids. 

(4) Millions of the population are seriously under-nourished. 
The Government has not hesitated in safeguard the standard 
of living of the workers in the largest cities at the expense of all 
the other classes. The Party is determined that th(5 Revolution 
shall not perish even if a few ixjasants starve. 

(5) Militant hatred has become jKirhaps the most prominent 
characteristic of Russian communism. 

(6) The Communists never attempted to conceal the fact 
that Soviet Government was a dictatorship not only in respect 
of the overthrown capitalistic classes but in respect of the 
peasantry as well. 

(7) The total number of persons of working ago in the Soviet 
Union in 1020 amounted to 84,451,000; the proletarian element 
comprises only about 1 1 j)cr cent, of the total. 

(8) It is almost certain that oven if collectivisation is success- 
ful, the domination of the rural proletariat by the urban prole- 
tariat will continue for some time. 

(0) When peasants were asked the question whether they 
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ato more food than before the Revolution, they invariably treated 
the query with bitter amusement. 

(10) The more peasants who could be classed as kiilaki, the 
more property there would be to expropriate for the kolkhoz, or 
to pillage, if the central authorities could be evaded. 

(11) Certainly the kolklioz is not a co-operative farm in the 
meaning of co-operation which is understood in the Western 
world. 

(12) The writer believes that the kulak danger was largely an 
imaginary one. 

(13) Peasant insurrections flared up all over the Union. In 
general those revolts occurred in districts inha])ited by national 
minorities, but the revolts were not confined wholly to those 
districts. Isolated assassinations of workers who had gone out 
to manage the collective farms were numerous. The most 
appalling stories of torture and mutilation of these workers were 
spread by word of mouth, for the Government rarely permitted 
news to appear in the Press. Probably the greater part of the 
labourers in Soviet Russia do not feel that they are deprived of 
freedom in any wa3^ 

(14) One rartjly sees a smile or hoars a laugh. Partly this 
is duo to the food shortage which makes life so hard in the Soviet 
Union at the present time. 

(15) Life is so bitter and so oppressive that one feels as though 
passing from darkness to light when one crosses the fSovict frontier. 

(Ifi) If it were possible to put the matter to a free vote, the 
writer is convinced that at the present moment the majority 
of the population would vote in favour of a return of the old 
Tsarist regime. 

(17) Never in history have the mind and spirit of man been 
so robbed of freedom and dignity. It is not merely that academic 
freedom, freedom of speech, freedom of the Press, and freedom 
of thought are forbidden; men must publicty deny their real 
thoughts and feelings. 

(18) The Party has no more use for industrial democracy 
than has the capitalist. As a matter of fact, union officials were 
held morally responsible for the fulfilment of the planned problem 
of industry, almost to the same extent as the management. 
Since the Communist Party constitutes the leadership of the 
dictatorship of the proletariat, it is considered logical that it 
should dominate the labour unions. Trade-union membership 
is practically equivalent to citizenship. The Communist Party 
dominates the trade unions just as it dominates the Soviet Govern- 
ment. Involuntary deductions from wages became so scandalous 
that, in March 1930, an order was issued forbidding the deduction 
of more than one-half month’s vrage per year for subscriptions 
to loans. The amount of monetary’' wage became of less im- 
portance than the amount of monthly rations. 

The final balance between the statements quoted above is 
not likely to bo obtained. Nor has one the impression that the 
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author himsolf has been able to adjust the accounts. It seems 
perfectly clear that the problems involved transcend a purely eco- 
nomic approach. Having no data whatever to make an economic 
estimate, lacking a free access to the significant realities, the 
economist is forced to have recourse to a contemplative attitude 
towards a mass of incoherent symptoms. Besides a few con- 
versations with German settlers eager to escape from the Soviet 
Union and a few remarks by American technical advisers, em- 
ployed by the Soviet Government, there is very little in the 
laborious investigation which reflects the human element in 
The Economic Life of Soviet Russia. Of the “ harassed and 
haggard-appearing ” men who impersonate Communism in 
Russia 01115 docs not perceive even the shadow. Indeed, little 
else was to be hoped for, since the country is an entrenched camp, 
closed to the non-party man. 

The attitude towards the outside world is briefly sketched 
in such sentences as the following : — “ Assuredly the Soviet 
Government will spare no pains in its determination to injure 
British trade.” 'Jlic Sovdet Government considers that the 
British Empire is the centre of the colonial system of the whole 
capitalistic world.” “ Once t6o British Empire is defeated on 
the colonial front, the entire fa9ade of European capitalistic 
dominion of the backward countries must collapse. . . . The 
Soviet Government is therefore determined that the British 
manufacturer shall bo subjected to maximum pressure in Persia, 
Afghanistan, Chinese Turkestan and Mongolia. . . . Goods are 
sold far below the cost of production.” “ For a long time there 
will be profitable contracts to b(5 had by foreign concerns in 
Russia. But a permanent and well-ordered trade of the ordinary 
sort is impossible.” “ The cajntalists who do business with the 
Soviet Union might well remember that to the Party, which is 
more than the Government in Russia, they are as truly enemies 
of society as the Russian bourgeoisie, and that if conditions were 
favourable they would be treated ruthlessly.” “It is possible 
that the fanaticism of the Party will entangle the Soviet Union 
in foreign wars for the purpose of furthering the World Revolu- 
tion. This is bound to hapj)en whenever the Soviet economic 
system has been placed on a successful and stabilised basis.” 

We have seen that the author has in view possibilities, some 
vast, some more narrow and definite. He evidently has the 
feeling that he has gained an esoteric acquaintance with the 
Bolshevist world. While heterodox Communists, like Trotsky, 
feel very uncertain, has the outsider, with a few working hypo- 
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theses about the Russians as an Asiatic people, sufficient ground 
under his feet ? A happy guess is, after all, the only possibility 
for such observers, however great their achievements may be in 
other fields. The economist is not in a more favourable con- 
dition than the llussells, Wells, or Shaws. A small instances 
will suffice to illustrate what is meant. “ The trend of events 
in the Soviet Union is distinctly in the direction of greater equality 
in wages.” Tlie trend of events ijerhaps, but certainly not the 
measures directed toward speeding up work. The transport 
manifesto of December, signed on behalf of the Party by Stalin 
jointly with the Chairman of the Soviet of the Peoxfic’s Com- 
missars in December 1930, has been in the ojjposite direction. 
The same must bo said of Stalin’s “ new methods.” 

The distinct contribution made by Professor Hoover has 
been generally recognised, and is not disxmted here. The limita- 
tions of the book are certainly not conditioned by the author, 
but by the conditions of secrecy obtaining in the laboiatory of 
the new social order. 

A. Mnyendorff 

The Dynamics of Industrial Combination. By H. A. Marquand, 
M.A. (Longmans, Green & Co., Ltd. 1931. Pp. viii + 206. 
12^. 6(Z. net.) 

The Professor of Industrial Relations at Cardiff has x)roduced 
a valuable bdok close-packed with information, a book difficult 
to summarise without incurring the risk of i)roducing a mere 
string of generalities, wdiich would give quite a wrong impression 
of a valuable i)iece of w'ork. Nevertheless the attempt must be 
made, with the advertisement that all Professor llarquand’s con- 
clusions here given in brief are fully suj)])orted by adequate 
quotation of facts. In his treatment of the subject he has x)rae- 
tically confined himself to the United Kingdom and the United 
States, pleading that ” the rationalisation movement in Germany 
has already received much attention from waiters in English ” 
(p. 13). The excuse is scarcely valid, considering that business 
evolution in the United States caimot bo said to have x^rocjeeded 
in silence, and one would have wished that ho had taken the 
opportunity of comx)aring closely the varj-mig German and 
American methods. 

In two brief chapters Professor Marquand tries to assess the 
importance of the combination movement in British and American 
industry. Loose associations have long tried to limit competition 
in Britain and have led the way to consolidations aiming at inde- 
No. 163.— VOL. XLI. H II 
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pendence of the market, and to-day depression of trade has shown 
the need for rationalisation by the building-up of large-scale indus- 
trial units, through consolidation or otherwise. Development has 
gone further in the United States, where now a ehango in the 
character of competition has been brought about. “ A general 
desire for stability ; a sentiment against the spoiling of markets ; 
the existence of ‘ goodwill ’ appertaining to particular firms which 
persists even when their prices are high : the potential ability of 
the more efficient constituents in an industry to undercut dras- 
tically the less powerful ; informal ‘ gentlemen’s agreements * and 
understandings ; all these influences have operated to check the 
competition of producers on the same piano within a particular 
industry ” (p. 19). There still remains a competition in “ facili- 
ties ” or “ service,” and a now comi)otition between industries 
is developing as is manifested in tho various “ slogans ” of “ Eat 
more Fruit,” “ Drink more Milk,” “ Eat more Meat,” etc. Ruth- 
less elimination of rivals is no longer a policy with the great trusts, 
and, consequently, “ the danger of monopoly has been shown to 
bo less menacing than was feared ” (p. 25). 

Tho chief motives leading to the formation of combinations 
may bo classified as “technological and administrative; com- 
mercial or strategic ; financial ; and personal ” (p. 29). The 
first two classes have been abundantly discussed .and need not 
detain us here. Desire to escape from ruinous competition or to 
exploit a favour.able market condition has been the chief motive 
in the formation of terminable associations. When these failed, 
as they did periodically, the natural sequel wais the combination 
of firms on the same plane of production the “ horizontal com- 
bine ” — but such a union ” forced by its nature to attain a 
monopoly position if it is to secure tho full economies of large- 
scale operation . . . quickly incurs the .active hostility of public 
opinion and even of the law ” (p. 39). R(^cent developments in 
this country may lead our author to a modification of this opinion 
and, perhaps, to some weakening of his belief in the “ vertical ” 
or integrated combine. To hold that “ the iliflercntiation of 
function and then the integration of parts into a co-ordinated 
whole is the key to industrial as to biological evolution ” (p. 41) 
is too facile a generalisation. Still, the elimination of insecurity, 
the rationalisation of management, the utilisation of raw materials, 
the saving of by-products are important advantages of the large 
integrated concern, but Professor Marquand after an interesting 
description of some large businesses comes to no uniform con- 
clusion covering all possible cases. This is wise, for there are 
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human limits to the size of business that may be brought under 
one control. 

When several businesses have to be unified under one control 
the “ public has in the end to bo brought in either to provide 
additional capital or to supply the funds with which to pay off 
the personal interests which it is not desired to retain. To bring 
together the private investors and the vendors of businesses is 
the function of the comi3any promoter. His technical services 
are always necessary, but in the American history of combinations 
ho appears generally as an eflicicnt cause of mergers and not as 
a more financial agent. The only effective way of valuing the 
sale value of a business is, as Professor Marquand show's, to take 
its worth as a going concern. “ But the basing of capitalisation 
upon present o«arning capacity is one thing; calculating it by 
rofereiujo to estimated future earning capacity is another. Yet 
this is precisely what the creators of the great combinations, 
especially in the United States, set out to do. The steady expan- 
sion of industry and population in the United States induced 
throughout the country a spirit of optimism concerning the future 
of its business undertakings of which financial interests were 
quick to take advantage ” (]). 80). It might have boon made 
more clear that in this country the profits of promotion were 
fairly modest, but in the United States they were huge. There 
was a great boom in trust promotion, and the shearers and the 
sheep alike flocked gleefully to the shearing. The new managers 
wore, as Veblon has pointed out, mainly interested in the “ vendi- 
bility of the corporate capital ” so that they might realise their 
profit, and bad financial i)olicy frequently led to collapse. Some 
directorates, however, put the business profits ba(*k into the 
business and gradually squeezed the “ water ” out of their capital ; 
the United States Steel Corporation, for example, put 900 million 
dollars back into the business and W'ipcd off 500 million dollars 
of “ water.” The issue of an undue proportion of fixed interest 
securities to the public and the reservation of a relatively small 
issue of ordinary shares solely to the vendors is not unknown in 
this country, and such a policy is a temptation to unsound finance, 
to the insufficient provision of reserves, to over-high dividend 
distribution, and, in bad times, to unwillingness to adopt “ a 
courageous policy of price-cutting.” The following passage is 
worth pondering over : — “ There is an inertia in industry dis- 
closed by recent events which writers on the principles of economics 
seem inadequately to have appreciated. The business policy of 
deferring liquidation is further encouraged by the action of 

hu2 
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banking interests which frequently hold a large share of the 
fixed-interest bearing securities of the firms in difficulties. Bather 
than cut their losses and compel a rapid liquidation and reorgan- 
isation of industry upon a technologically sound basis, these 
interests seem to prefer to maintain the status quo in the hope 
that eventually ‘ things will improve ’ and a return will be made 
to the conditions of extreme optimism which prevailed when 
the now depressed concerns were capitalised. The effect of their 
reluctance is reinforced by a desire of the controllers of embar- 
rassed companies to hold on as long as may be to their seats on 
boards of directors, which bring in a certain income, even though 
no dividends be paid. In consequence, in times of depression, 
when reorganisations might assist industry to recover, they tend 
to be postponed ’’ (pp. 97~8). Chapter IX contains some examples 
of the reorganisations which have had to follow on the foolish 
amalgamations and recapitalisations which took place during and 
ini mediately after the War when business men and their bankers 
acted as if they thought inflated values would (continue for ever. 
What Tha Times said of V^ickers’ and Armstrong’s -that “they 
expanded spasmodically without sufficient correlation and 
internal organisation — might have been said of many others. 

Professor Marquand’s conclusion is that “ the desire for 
immediate pecuniary gain on the part of financial interests has 
been and still is a leading and often a dominant motive in the 
formation of combinations. These pecuniary motives frequently 
act to distort the character of a combination and to im})air its 
prospects of success. They may lead to the .amalgamation of 
units of little efficiency or of widely unrelated tyjK‘, and to the 
burdening of a now undertaking with charges whidi seri*>usly 
hamper its commonuai and industrial efliciency. Financial 
failure may therefore bo no indication whatever of technological 
unsoundness. That amalgamations are frequently recklessly 
ca})italiscd is no argument against them as such, . . . The success 
or failure of a combine ultimately will depend upon two factors — 
upon the degree to which it is a rationalised structure, whoso 
parts fit successfully into one another in harmony, and upon the 
ability and judgment of those who control it. And of these, 
managerial ability and far-sightedness is ])robably the more 
important” (p. 114). “The profits of financial manipulation 
must bo invested in industry. Financial interests which have 
once assisted in the promotion of some great combination and 
have reaped thereby largo gains naturally require 'little per- 
suasion to use those gains to undertake still further promotions. 
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with tho prospect of still larger profits” (p. 117 ). The first 
pioneers of large-scale industry in the United States were sup- 
planted by tho financiers — ^Morgan, Gould, Harriman, Hill, and 
tho rest — men “ ruthless in their methods ” but “ cautious in 
tho extreme concerning tho typo of enterprise they would under- 
take. They wore ready to capitalise, but they were not ready 
to sacrifice money in fostering the new improvements and inven- 
tions. . . . Tho new men are no longer ruthless, they are gentle- 
manly and work almost in anonymity behind tho scenes. But 
they are still as cautious as their predecessors. The interest of 
tho finance-capitalist, whether for his own advantage or as tho 
guardian of his clients’ investments, tends to be in stability 
rather than in enterprise” (p. 123 ). This conclusion Professor 
Marquand enforces by reference to tho history of the American 
automobile industry, but one would have wished for more 
examples. The holding company is a powerful weapon of control 
in tho hands of tho financier, and tho fact that there is a largo 
body of shareholders is no obstacle to effective control being 
wielded oven by a minority block. “The fundamental fact 
remains. . . . Ownership is becoming increasingly divorced from 
management. Tho control of business, increasingly large-scale 
in its cliara(5tor, is definitely in the hands of a specialised minority. 
That seems to be the logical outcome of tho advantage of large- 
scale enterprise on the one hand, and joint-stock ownershi]) on 
the other ” (p. 132 ). This permeation and dominance of industry 
by finance is ijcculiarly characteristic of tho United States, but 
tho association of the banks with industry is close in Germany, 
and recent events show that it is becoming closer in this countrj\ 
Financiers, having found that steady profits from business are 
more advantageous than loot from a 2 )redatory expedition have 
settled dowm into making business pay. One development has 
been what is known in Germany as a Konzern, tho network of 
industrial interests dominated by a Stinnes or a Morgan so inter- 
locked as to work as a harmonious whole. So far the contribution 
of such groups to tho solution of tho economic problem is non- 
existent, for their problems of management and succession arc 
still untouched. In ordinary combinations “ the financier is 
more and more, especially as his interests become widely extended, 
devoting himself to tho function of general financial supervision 
and direction. He is leaving the task of detailed executive 
management to a class of industrial administrators which is 
rapidly becoming differentiated — and with whom, more than with 
financier or politician, may rest the future of industrial enterprise. 
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That very diffusion of security ownership which, we have already 
pointed out, increases the possible extent of financial control, also 
works to magnify managerial importance ** (p. 139). The 
qualities and functions of the manager class next occupy Professor 
Marquand’s attention. Their business is to plan ahead, even 
years ahead, and their responsibility is great. Their recruitment 
is discussed, for it is important to secure men of initiative, and to 
retain them, both difficult in a huge concern where promotion 
tends to bo slow and automatic and where, more than in Govern- 
ment Depcartments, routine is bound up in “ rod tape.” The 
tentative solution is in the training and certification of men by 
professional institutions, but the author would bo the first to 
recognise that much thought on this problem is necessary. To 
secure the interest of the managing staff, profit-sharing is recom- 
mended and an interesting American plan is described on p. 169. 
Some attention is given by Professor Marquand to some managerial 
problems, among them the “ wa^stos of management.** “ In 
Great Britain one reflects sometimes that the attention of certain 
persons who continually advocate longer working hours for other 
people might bo better directed to the evils of the long week-end 
than to those of the soven-liour day ** (p. 103). If the business 
man objects to this as a dictum of a mere economist, he may bo 
reminded that Mr. Baldwin in a spcccli at Wolbeck Abbey on 
Juno 1, 1926, got perilously near the expression of similar views. 
Another quotation may be made : “ Not internal eost-at counting 
alone, but the intelligent use of trade-statistics are inadequately 
appreciated by business men, particularly in Great Britain ** 
(p. 164). One is tempted to go on quoting, but wc must confine 
oursolve.s to one more, and that le.st it may bo thought that the 
author thinks that finance w ill achieve the final reconstruction of 
industry : — “ Industrial development is still going forward, and 
there is wrork of j)ionecring still to be done. As wc have seen, 
this is a task of which finance-capital fights shy. It is only when 
an industry has settled down that it stops in. A final integration 
of industries through finance would therefore seem to bo impos- 
sible ** (p. 130). Wo must all thank the author for this excellent 
book. Henry W. Maorosty 

The Ecxmmic War. By The Hon. George Peel. (London : 

Macmillan & Co., Ltd. 1930. Pp. vii + 284. 10$. Od.) 

Capitalism has not too many apologists to-day, and Mr. 
Peel’s defence makes interesting reading. It was the capitalists’ 
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misfortune that the major part of the Industrial Revolution 
coincided with the Napoleonic Wars : while capital was breeding 
plenty, war was breeding scarcity and capitalism was saddled 
with the blame. In fact “ capital has secured a fourfold growth 
of prosperity between 1800 and to-day,” and has “ financed an 
immense increase in life.” Foreign investment has provided us 
with raw materials and markets, and finally has “ furnished a 
current distribution of the proceeds of industry which is not 
unfair.” Mr. Feel would “ like Labour to have much more,” 
but where is it to come from ? He reckons that capital is getting 
to-day a net return of 6 per cent, (the figure given as £100,000 on 
p. 85 is obviously a misprint for £100 million), and suggests 
that this is not an unreasonable figure. 

The strife between Capital and Labour is, in the writer’s 
opinion, almost a thing of the past. ’Ihe sympathetic attitude 
of economists from Jevons onwards, the increasing tendency to 
redistribute wealth by means of taxation and to redress the 
balance between rich and poor by means of the social services, 
and finally the consolidated victories of Trade Unionism have 
transformed the whole situation. The gospel of the “ national- 
isation of all the instruments of production, distribution and 
exchange ” has lost its appeal. Mr. Peel states with confidence, 
perhaps with over-confidence, that after the “ altogether dis- 
astrous experience of what state-ownership involved during the 
war, the workers will not be persuaded to submit themselves 
again to that yoke.” 

Labour has tamed Capital, and tlu^ scene of the economic 
war has shifted. Labour now fights labour: the workers of 
Great Britain arc at issue with the poorly-paid w'orkers of the 
Continent and the exploited labourer of the East. In short, 
Capital and Labour at home are jointly fighting Labour abroad. 
Here again it seems that Mr. Peel is a little over-sanguine. It 
may bo true that Capital and Labour arc for the moment making 
common cause against a common danger, but Labour abroad 
will always get the sympathy of Labour at home, and what our 
leaders will advocate is international solidarity, not the ruthless 
suppression of the foreign competitor. 

What form shall Britain’s campaign take in the new' economic 
war? Three factors threaten our export trade and therefore 
our national industries : over-production, under-consumption and 
tariffs. The first we cannot prevent : the twentieth century 
over-produces machinery as the nineteenth over-produced man. 
Under-consumption could be countered by foreign investment. 
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which would help poorer nations to become our customers, but 
the capital available for the purpose has diminished from a pre- 
war figure of £150 million to £100 million. And a tariff could do 
nothing but damage to our export trade. 

And then we find that Mr. Peel is after all an optimist, for 
the world is still progressing, and we are still the greatest export- 
ing country of manufactured goods. In 1929 wo exported goods 
to the value of £12 15.9. hZ. per head of the population, while the 
figure for Germany, our greatest competitor, was no more than 
£7 105. 6d. British goods continue to enjoy a reputation for 
quality, and our manufacturers are still renowned for solidity 
and integrity. But manufactures and salesmanship alike need 
reconditioning, and it is precisely because so much remains to be 
done that we need not give way to discouragement. 

Mr. Peel finds in the organisation of our Money Market a 
very satisfactory proof of the vitiility and initiative of the City 
of London. “ Here is a rationalised industry ** which even in 
the black year 1929 earned a net invisible revenue ” of about 
£65 million. The industry is not proof against all dangers : 

divorce of the pound sterling from parity would have proved 
sooner or later disastrous to thi^ dis(?ount market and the whole 
financial market of London.” This danger fortunately was 
“ exorcised in 1925.” Mr. Peel would seem to have forgotten 
that only thirty-seven pages earlier he blamed the premature 
restoration of the gold standard for most of the ills of our export 
trade. 

When wc have reconstructed our industries w'o shall certainly 
gain the victory in the economic war, but victory is n(M enough. 
Wc would not condemn our rivals to unemployment or rcdut;ed 
standards of living. “ Britain seeks, far otherwise, the pros- 
perity of all. Her industrial watchword is association, not 
ascendancy, and she must point the way to the economic co- 
ordination of the world.” A great ideal, but certainly another 
story which wc hope Mr. Peel may at some future time give us 
in another volume. 

If. llliVNAUn 

Economic Disarmament. By J. H. Ri(.‘irARj)SON, M.A. (Cam- 
bridge), Ph.D. (London). (London : Allen and Unwin. 

1931. Pp. 224. 75. U.) 

At first glance it seems paradoxical that the third and fourth 
decades of the twentieth century should bo a period of acute 
economic antagonism between nations, for we are now equipped 
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with a machinery for minimising conflicts unparalleled in the 
previous history of the world. But while, on the one hand, 
continuous efforts are being made to perpetuate peace by means 
of international co-operation, on the other, the forces of national-* 
ism have been operating as strongly as at any previous period. 
This situation is, however, not hard to explain, for the treaties 
which concluded the “ war to end war ” were such that, while 
setting up machinery for international co-operation they simul- 
taneously created conditions which would inevitably cause acute 
international friction in later years. The creation of new States 
in most cases where there was no economic justification for the 
drawing of new frontiers, and the attempt to enforce the economic 
subjection of the conquered nations, were alone influences quite 
sufficient to ensure decades of conflict and accentuated nationalism. 
Hence, while the machinery for co-operation is greater than ever 
before, conflict continues, and while politically at peace nations 
are economically at war. 

Economic war may take many forms. Firstly, there is the 
effort of countries to become independent of each other, leading 
to the exclusion of foreign goods by means of legislation, by 
prohibitions or tariffs, or to the direct encouragement by other 
means of certain industries whoso products could be more cheaply 
imported from abroad. Secondly, the converse of this, there is 
the attempt of some countries to force their own products into 
the markets of others, which may be effected by means of sub- 
sidies, special financial or transport facilities, the encouragement 
of “ dumping,” or, finally, by tolerating continued discrepancies 
in costs between export industries and industries producing for 
the homo market only. Thirdly, there are financial weapons, 
the refusal by strong nations to lend to those who are in need, 
or the imposition of political control as the basis for loans. Again, 
there is the attempt by many countries to colonise by means of 
capital investment. In this connection the problems raised by 
the phenomenon of Reparations arc of considerable significance. 
Fourthly, there is the monetary factor, which, since the almost 
universal abandonment of the traditional gold standard during 
the war, has been a means of aggression in the hands of certain 
countries, whether utilised or not. Besides these various weapons 
more or less under the control of governments, there are also 
private weapons which are of importance. The free play of 
competition has led to desperate price-cutting, often at the expense 
of the wage-earners in all the countries concerned, and, in place 
of increased efficiency, small groups have obtained monopolistic 
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powers as a means of survival at the expense of the rest of the 
world. All these causes of conflict exist to-day in one form or 
another, and at the same time attempts are being made, if not 
entirely to eliminate the conflicts, to eliminate the more dangerous 
forms of aggression. 

Professor Richardson does not attempt “ to advance new 
solutions for the consideration of experts, but rather to bring 
together for the convenience of readers with a general interest 
in the development of international relations some of the chief 
proposals which are now under discussion, and which will demand 
attention in the years ahead. The discussion is limited to a few 
only of the problems which involve conflict and injury from iso- 
lated action, whether by the state or by private organisations. 
The problems are, however, typical and fundamental ” (p. 9). 
Of these problems Professor Richardson deals most fully with 
the subject of tariffs, to which, after a short introductory chapter, 
Chapters II, III and IV arc devoted, Chapter III being concerned 
with the present situation of Great Britain. The growth of 
international co-operation on the part of producers is next con- 
sidered, attention being drawn to the disadvantages of both 
cut-throat competition and monopolistic control, but with a 
more favourable attitude towards the latter than the former as 
a means of solving the main problems of the present time. Chap- 
ter VI is concerned with the international regulation of con- 
ditions of labour, mainly with regard to the effects of varying 
standards of life on costs and competitive power, and in the 
following chapter the subject of “ Monetary Stability ** is 
thoroughly surveyed. Financial methods of aggression and 
financial disarmament are, unfortunately, not considered, but 
their omission from such a book as this is amply justified by the 
great breadth of the subject. 

At the present time there is a considerable demand, on the 
part of those who take an intelligent interest in international 
affairs but who are in no way specialists, for information con- 
cerning the present trend of events and ideas in this sphere. For 
them this book is an admirable introduction to the four main 
topics with which it deals. Not only are the facts pleasantly 
presented, but where conflicts of opinion on practical solutions 
exist, the main differences have boon most ably summarised. 
On the other hand, for the professional economist the book is 
not likely to be of great use, except for reference on certain particu- 
lar matters of fact, since he is likely already to be acq^uainted 
with most of the topics considered. 
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In one or two cases it may be suggested that the writer has 
perhaps written too much for the general reader and neglected 
important opportunities for clearing up theoretical difficulties. 
One particular case may be noted. Differences in labour costs 
in different countries, according to the pure theory of international 
trade, only affect the competitive power of the countries con- 
cerned in the long run in so far as they are different fdr different 
industries, other things being equal, and are not effective if the 
differences between the costs in various industries are the same 
in all the countries considered. Thus, all-round differences in 
labour costs, due to differences in the standard of living, will not 
in the long run affect the competition between the countries 
considered. On the other hand, the view is frequently expressed 
that countries with low labour costs all round have an advantage 
over countries with generally high labour costs. In writing on 
this subject Professor Richardson does not mcake it at all clear 
which view he accepts, nor even that the controversy exists, 
and appears to believe that both views may be valid. It is 
regrettable that some further consideration was not given to 
this question. The difference of opinion is probably only one 
of many depending on the fact that in the particular cases con- 
sideriid the assumptions underlying orthodox doctrine are not 
all valid. Other things, probably, arc not all equal; and it 
would surely be profitable that one who has had contact with 
both the theoretical and iiractical aspects of the subject should 
enlighten us as to what these tilings are. It is perhaps unfair 
to criticise the book because such considerations were omitted, 
for they are certainly mainly of academic significance, though 
not entirely, and, on the other hand, it seems regrettable that 
such an opportunity should have been missed. 

Such criticisms as the above arc bound to be made whenever 
a specialist writes for the general reader and has to set a limit 
somewhere to the consideration of difficult theoretical problems. 
It should therefore be stated, as against this criticism, that it is 
hard to imagine a book dealing with such a subject which, in the 
space employed, gave a less thorough and clear exposition of the 
fundamentals of the questions considered. The general literature 
on the economic aspects of international relations still consists 
mainly of official reports, fat volumes of facts, and theoretical 
treatises ; the present volume is a compromise, but a compromise 
which admirably fulfils its purpose. 


P. A. Sloan 
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Markets of London. By C. Maugham. (Pitman : Pp. 208 : 65.) 
The Commodity Markets. (Swiss Bank Coq)oration : 38 pp.) 

Mn. Maugham’s book is a valuable work of reference, dealing 
both historically and technically with each of the commodity 
markets, as well as with the insurance and freight markets. Far 
from being a bare summary, it is attractively written, and is a 
useful addition to a student’s library. The pamphlet of the 
Swiss Corporation is a helpful supplement, especially on technical 
matters of operation. 

Theories of Population from Raleigh to Arthur Young. By Jambs 
Bonar, M.A., LL.D., P.B.A. (London : George Allen and 
Unwin, Ltd. 1031. Pp. 263. IO 5 . i\d. net.) 

This book is made up of six lectures delivered at University 
College, London, in the spring of 1929 under the Newmarch 
Foundation, togcjther with two additional lectures and a “ retro- 
spect.” Abundant references to authorities are provided in the 
notes appended to each chapter. Ur. Bonar pleads the example 
of Newmarch himself in deciding to “ take up a statistical subject 
on its less severe side,” and describes Statistics as “ a Two-headed 
Janus, witli one face turned to the Higher Mathematics, the 
other to the humbler Economics ” (p. 14). Hero one would 
venture on a mild quaiTcl with the author, for surely Economics 
demands no less severe a discipline than Mathematics and requires 
an analysis at least as keen. And when Statistics has availed 
herself of the aid of Mathematics to reveal all the hidden relations 
between her numerical data, it still remains for Economics to 
discover all the other data pertinent to the particular subject, to 
associate them with the numerical data, to explore the sequences 
in time and the relations of cause and effect, to attempt an 
explanation of the phenomena under consideration, and to fore- 
cast developments of improvement or decay. No doubt Dr. 
Bonar, speaking in tlie Galtonian Laboratory, felt it proper to 
do homage to the genius loci, but one is sure that ho would not 
object to this gloss on his words I 

“If,” says Ur. Bonar, “we ventured to generalise at all 
about the two centuries to which our study is confined, we might 
say that the problem of population was to the seventeenth 
century a problem of room, to the eighteenth of food ; and we 
now take it (provisionally) as a problem of the standard of living, 
involving the other two essentials, but ineluding the larger con- 
ditions of civilised life. Such generalising is not quite fair to the 
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theorists. It suggests that they could only think of one element 
at a time (p. 36). To this summary one may add a passage 
from p. 220, which might well have come earlier : “ Like political 
economy itself, the theory of Population is no mere announce- 
ment of formulas. It is the critical judgment passed upon various 
concurring (or conflicting) elements and tendencies.” We begin, 
then, with a period when “ there was no political economy, but 
there was a plenty of economic ideas and hints; there was no 
demography, but there were some demographic ideas and hints ” 
(p. 37). Kaleigh perceived the natural tendency of population 
to increase despite checks, and seems to have had some notion 
that the struggle for existence might produce variation in type. 
Bacon scattered a few hints on the ideal State and on Planta- 
tions. Hobbes expounded the natural state of war and defended 
autocracy as the safeguard against anarchy. Harrington in turn 
founded security on property and related wealth to increase of 
population and to division of function between the country and 
the (jity. These were the forerunners. Demograxfliy began with 
John Graunt, that man of an “ excellent working head,” as 
Anthony Wood said, who in 1062 published his Natural and 
Political Observations mentioned in a following Index and made 
npmi the Bills of Mortality for London. His critical examination 
of the records of deaths and their causes anticipated much that 
is common x)ractice to-day. The study of population jiroblems 
was continued by William Petty, whose fertile ingenuity amounted 
to genius. He was a pioneer in economics and statistics, and, 
though hanii)ered in all his work by the lack of a census of 
population, he was masterly in drawing, or guessing at, j^robable 
conclusions from very incoinjfletc data. Gregory King (1090) 
had attempted a calculation of the number of the people, but his 
work was very little known. Halley, the astronomer, in 1693 
compiled “ the first full-formed Life Table ” based on the tables 
of births and deaths in the city of Breslau. Susslich, the father 
of German demography and an admirer of Graunt, grasx)ed the 
principle of large numbers, and in his The Divine Order in the 
Clmiges of the Human Race shown by its Birth, Death, and Pro- 
pagation (1741) began the application of those iu*incii>les ; he 
believed also that population needed direct encouragement uj) to 
the point when scarcity of food would stop marriages. 

There was a fairly widcsxn-ead ox)inioii among the learned in 
the eighteenth century that the world was verging on old age 
and that it was much more populous in the times of antiquity. 
David Hume, in an essay on The Popiilousness of Ancient Nations, 
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brilliantly controverted such views, though naturally making 
little use of vital statistics. This work is, as Dr. Bonar says, 
“ on the borderland between Economics and History. The econo- 
mist is advising the historian on the limits of historical credibility ’’ 
(p. 174). The dispute is chiefly memorable in that it familiarised 
the thinking public with the idea that for more practicable pur- 
poses than solving such erudite problems a census of jiopulation 
was desirable. In 1753 the House of Lords threw out a bill for 
a census lest it should be made a basis for increased taxation, 
but in 1755 Alexander Webster, with the assistance of the minis- 
ters of parishes, took a voluntary census of Scotland, which, 
though full of computations and assumptions, deserves honour- 
able mention. Richard Price, writing in 1709 and 1780, revived 
the bugbear of a declining population, basing his views largely 
on estimates of the number of houses, but adding other economic 
reasons. His entrance into vital statistics was due to his concern 
for badly managed insurance societies ; that led him to consider 
means for alleviating the burden of the National Debt; and that, 
in turn, raised the problem of the ability of the po 2 )ulation to 
bear the burden. ‘‘ To the politicians he left the legacy of an 
inviolable Sinking Fund, to the actuaries he left the Northami)ton 
Life Table, which they find a delusion and a snare. He loft 
nothing perfect, but his very mistakes have helped us towards 
perfection ” (p. 207). Last in Dr. Bonar’s list comes Arthur 
Young, whom Malthus reckoned “ among those who prepared 
the ground for his theory of Population ’’ (p. 221). Young was, 
and prided himself on being, a pnictical man rather than a 
theorist. “I have been too long a farmer,” lie wrote in 179.3, 
“ to be governed by anything but events,” a view of himself 
which was probably exaggerated. But, as Dr. Bonar writes : 
“ Among the elements entering into a theory of Population the 
material forces of production must find a place, whether for 
agricultural production or manufacturing, and account must be 
taken of both in general economic theory ” (pp. 220-21). It is 
here that Young’s work came in, for his ijrinciple was “ that 
population is proportioned to employment,” and in his own sphere 
of agriculture ho held that good husbandry and the largest 
possible production from the land were the prime desiderata, 
irrespective of what happened to the agricultural population. 
Agriculture flourished with increase of the general wealth. He 
took a decided stand against Richard Price, but his “ best service 
to the settlement of the question lay in his constant pleading for 
a Census ” (p. 232). 
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Here we have selected for brief comment some of the chief 
figures that move through Dr. Bonar’s pages; space does not 
permit even the enumeration of the many others of whom he 
recounts the services as they helped to build the courts of Demo- 
graphy. And it is not to be supposed that he has furnished just 
a dry book of the chronicles of how one man intellectually begat 
another and so added his share to the growth of ideas. The 
main theme is embroidered with personal details, with friendly 
tolerant accounts of the foibles of his subjects, and cvfm their 
errors are exposed with tenderness. Not only is the book useful 
as a piece of economic history, it is a wise and gracious book. 

Henry W. Macrosty 

Types of Econmnic Theory. By Othmar Spann : translated by 
Eden and Cedar Paul. (London : George Allen and 
Unwin. 1()5. 6d.) 

The first edition of this book of Dr. Spann’s appeared in 1919, 
and the present volume is a translation from the nineteenth 
German edition, which is a reprint from the revised sixteenth 
edition issued in 1926. 

“ Types of Economic Theory ” is not at first sight a reassuring 
or inviting title. It suggests a possible divorcement of theories 
froAi their historical setting, with a label unrelentingly attached, 
or a review of theories in their setting which will inevitably blur 
the distinction as to type. Dr. Spann avoids these dangers, and 
this is in no small measure due to the fact that he approaches his 
review of theory with a very definite standpoint of his ow'ii — 
a standx)oint which is essentially both philosophical and historical 
in nature. If the imimrtiality of this method of approach be 
called in question. Dr. Spann replies, “ The notion that one who 
is perfectly ‘ impartial ’ has also a standpoint reminds one of an 
attempt to breathe in a vacuum. Essentially this notion is a form 
of relativism. Of course the various systems must be considered 
without prejudice. Each must be contemplated from its own 
angle, and must not be looked at through the spectacles of another 
system. But that towards which the gn^at interconnection of 
the systems points — ^therein is inherent the higher system which 
must supply the standpoint of the historiographer ” (p. 21). 

The book, as this quotation rather leads one to expect, is not 
a book for beginners, but primarily for those who have a iii*st-hand 
Imowledge of wTiters of different schools of thought, and who 
can oppose criticism by criticism. For this there is no lack of 
opportunity, and in it lies the great value of the book. The 
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method of treatment adopted is an exposition and criticism of 
economic doctrine from mercantilism to the present day, and 
naturally (which increases its value for English readers) very 
much from the German standpoint. The treatment is lively, 
acute and provocative, and exploded theories are re-exploded 
with an attractive and enviable gusto. But, on the other hand, 
it must be said that certain predispositions of the author’s mind 
or a lack of sympathy manifest themselves at times in a less 
pleasing manner. The “ positivists,** for example, are dismissed 
as “ narrow-minded charlatans who still flourish among us ** 
(p. 234), while the tone of reply to criticism (p. 284) is even more 
remote from sweetness and light. 

Dr. Spann’s standpoint is derived from Adam Muller, and is 
given in this English translation the somewhat forbidding name of 
“ univcrsalism.” This “ universalism ” is based on the Aristo- 
telian dicta that “ man is a political animal,” and that “ good ” 
means good for something. From these two i)rcmis8es it follows 
that all human action, and therefore all economic action, is social 
and i)urposivc, and not individualistic and hedonistic. Applying 
tliis principle economic theories are of three types : (1) the indi- 
vidualistic type, the classical theory, which includes what is com- 
monly regarded as socialism ; (2) the descriptive type, historical 
and institutional; (3) the universalistic type, which is reflected 
in the media) val “ just price ” and in all theories in which the 
State or nation as a unit is conceived to have precedence over the 
individual. 

The precise metaphysical degree of this precedence need not 
liere be raised, but Dr. Spann evidently inclines to the more 
extreme Hegelian view that ‘‘ the State is a more or less concrete 
entity, a sux’er-individual organism ” (p. 03). 

Be that as it may, however, his classification is both valid and 
suggestive, and raises a question which requires to be answered. 
The utilitarian or hedonistic 2 >hilosophy on which the theories of 
the classical school of political economy are implicitly based has 
long ago been discarded in the main in ethical and political tlieory. 
Since from the point of view of theory it is Dr. Spann’s first 
and third type with which we are really concerned, the important 
question is therefore : What difference would the more explicit 
recognition of the Aristotelian standpoint make to economic 
theory as usually understood and to the formulation of the theory 
of value in particular ? This depends on how far what may be 
called “classical theory” is in fact related (1) to a hedonistic 
basis, (2) to any particular ethical basis. On these questions 



1931] 


SPANN : TYPES OP ECONOMIC THEORY 


471 


Dr. Spann has on the whole very little to offer, either destructively 
or constructively. His criticisms of the Ricardian analysis as 
mechanical ” and of the theory of utility as developed by 
Jevons and the Austrian School as too subjective to afford a 
principle of exchange are well known and long admitted, but they 
have a time<wom appearance when applied to the development 
of classical theory in England since Jevons’ time. It may be 
true, as Dr. Spann says, that classical theory in the hands of 
Professor Cassel “ is still talking the language of the eighteenth 
century ” (p. 278), but that is not true of classical theory in the 
hands of Marshall. Dr. Spann mentions Marshall, but ho has 
evidently no real acquaintance with his work : his serious treat- 
ment of English theory stops at Jevons. He seems quite unaware 
of the transforming effect on English theory, at the hands of 
Marshall, of the nineteenth-century ideas of evolution and organic 
growth, or of the relation of these ideas to the development of the 
mathematical treatment. In Marshall’s hands the '' natural ” 
and “ mechanistic ” price of the eighteenth century becomes 
transformed into the “ normal ” and “ evolutionary ” price, and 
economic life is presented as an organic growth or development. 
While it may be true that tliis “ normal ” is nevertheless hedonis- 
tically conceived, it has yet to bo shown that “ purposively ” or 
eudaemonistically conceived the formulation of theory would be 
substantially altered. 

Secondly, although Dr. Spann recognises the emergence of the 
distinction between “ static ” and “ dynamic ” with the idea of 
organic growth, he does not realise its full significance from the 
point of view of economic theory. He says, “ Since there is no 
such thing as a completely immutable, a perfectly static economy, 
the differentiation is nothing more than a hypothesis which has 
practical value for methodological purposes ” (p. 274). But 
“ completely immutable ” is beside the question ; essentially the 
same is the point, and, if this conception is purely “ methodo- 
logical,” and has no relation to fact, then a science of economic 
phenomena in a state of Heraclitean flux is a manifest impos- 
sibility. Dr. Spann nevertheless deplores the lack of theory in 
German economics. 

Thirdly, in classical theory an economic statement is a hypo- 
thetical statement, and not a categorical one. It is this fact 
which may make the statement valid even if the analysis of the 
complete end towards which the economic action is directed is 
based on a mistaken or outworn philosophy. Signor Croce, like 
Dr. Spann, also regards “ good ” or “ value ” as purposive, yet 
No. 163. — VOL. XT.T. 1 1 
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he concludes that “ the data of economics are the practical 
activities of men in so far as they are considered as such inde- 
pendent of any moral or immoral determination.” ^ Economic 
science is thus necessarily an abstraction, but if regarded hypo- 
thetically, and not as yielding a full explanation of an action, it 
need not on that account be set aside. 

The effect of “ univcrsalist ” criticism on “ individualist ” 
economic theory is thus left somewhat obsemre ; nor in stating its 
more constructive aspect does Dr. Spann throw much more light 
on the matter. He says, “ According to the univcrsalist view, 
‘ economi(!S,’ objectively considered, is an interarticulation of 
means for ends (being subjectively the estimation of means and 
the consecration of means to ends). From this outlook, all 
economic phenomena are by their very nature an intcrarticulated 
structure of acliievements (seeing that the means achieve some- 
thing on behalf of the ends) ” (p. 280). Then later, “ Thence- 
forward the leading principle in the formation of value and of 
price is not marginal utility (though aoliievcmcnt in the widest 
sense is identical witli utility in the widest sense), but equilibrium 
or equivalence. For price docs not arise out of the encounter of 
subjective estimates of value in the market, nor yet out of tlie 
encounter of supply and demand (Menger, Cassel), but out of the 
relations of magnitude in the articulated structure of an economy, 
price being the expression of these relations in accordance with 
the principle of equilibrium ” (pp. 281-2). 

When reduced to theoretical principles, how would an analysis 
of this outlook really differ from that of Marshall or of Edgeworth ? 
Both Marshall and Edgeworth, perhaps Edgeworth more explicitly, 
deprecate the confusion of marginal utility as a determinant 
instead of an equivalent of value. 

At the same time. Dr. Spann’s book is suggestive and timely, 
and well worthy of serious study both from the point of view of 
theory and of practical policy. It is not to be denied that the 
remnants of utilitarian 2 )hiloso 2 ^hy which still cling to economic 
analysis lead to a mischievous misinterpretation of causes and 
effects. In theory the search for a more objective standard has 
led to a theory of prices in which a series of tautological state- 
ments are put forward as explanations, and are actually being 
relied upon as guidance in practice. While more generally, a 
selfish interpretation of economic action condones selfishness, 
and selfishness is encouraged. Practical policy and social reform 
become consequently uneconomic, misguided and misconceived. 

^ Hialorical Materialimn, p. 173. 
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The present attitude of mind towards private property may be 
taken as a case in point. 

M. T. Rankin 

University of Edinburgh. 

Der Modeme Industrialismns. By Dr. Herbert von Beckeratu . 

(Jena : Gustav Fisclicr. 1930. Pp. 454.) 

An up-to-date account of modern industry in all its bearings 
may expect a welcome from students of economics ; when it is 
so full, business-like and well-informed as is Professor Bcckcrath’s 
book, its usefulness must win popularity for it. Professor 
Beckerath clearly realises the increasing industrialiscation of the 
modern world ; but he is concerned not mainly with theoretic 
speculations as to its basis, but rather with a plain account of 
enterprise in it. His book is thus not devoted to economic theory, 
but is full of Descriptive Economics ; and it must be said that the 
author* is very well informed as to the organisation of modern 
industry in the imncipal countries of the world. He is at some 
pains to sliow tliat national characteristics have a profound in- 
lluencc on the organisation of industry in each country. The 
German cajjtain of industry loves order and method, is ready to 
utilise the results of scientific research (hence the predominant 
position of Germany in those industries, e.g. the chemical, metal- 
lurgical, optical, where technical development is of supreme im- 
portance) is concerned, in a very special way to see his business 
a success, quite apart from its yield of profits. The Frenchman 
is cautious : he waits for sales to increase before he extends his 
works, and would not dream of extending his works in order to 
eximnd sales. In the United States a keen interest in technical 
progress is joined to an optimistic belief in the unlimited possi- 
bilities of markets, leading to “ activity madness.” Professor 
Beckerath oQers some interesting and instructive suggestions to 
account for each of the types. 

One of the chief problems of modern industry, according 
to Professor Beckerath, is presented by the ways and means 
adopted in industry to-day to circumvent the normal interplay of 
supply and demand. Trade associations, cartels, syndicates, 
trusts, fusions and monopolies — ^thesc organisations in industry 
are now to be found the world over, and more and more they 
dominate industrial enterprise. To this problem Professor 
Beckerath devotes a very largo portion of his study, in the main 
following Licfmann. The various forms of these different sorts of 
trade associations are reviewed, and their advantages and disadvan- 

ii2 
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tages considered, more especially in their effect on the workers. 
Beckerath points out that high wages and a relatively short working 
week produce one set of results in those industries that have access 
to cheap money capital, and another set in those that are limited 
in their activities by scarcity of capital and high rates of interest, 
lie attempts an estimate of the evil effects on consumption 
exercised by advertising ; he mentions by way of illustration 
that in many cases the cost of women’s dresses is in inverse ratio 
to the amount of material required to make them. He asserts 
that only long-period cartels are good for industry ; short-period 
cartels must, on the whole, be regarded as dangerous. If there 
is to bo rationalisation in industry, it must be carried out on a 
large scale by making demand uniform in order to facilitate the 
manufacture of required commodities ; by the co-operation of 
the central banks ; and by a close study of market tendencies. 
In regard to the last named, more appears to have been done in 
Germany than elsewhere. 

The concluding section of the book surveys State regulation 
of industry and its influence in its various aspects — social services, 
transport facilities, commercial policy, esjiecially protective 
duties, and State enterprise itself for mining, the supply of 
electric power, gas, and potash. The author is of opinion that for 
some time to come the organisation of industry on an individualistic 
basis is the only one possible for the established industrial countries. 
Their great problem will be, however, to overcome the competition 
of the growing industries in less developed countries which have a 
lower standard of comfort for their workers and possess abundant 
stores of raw materials. Tlic author mentions Great Britain in 
particular, in tliis connection. But he does not venture on any 
prophecy in regard to this matter. He commits himself to 
nothing beyond this assertion — that the gradual evolution to 
Socialism of industry organised on an individualistic basis is 
unlikely. ^ M. Epstein. 

The World Economic Crisis, 1929-1931. By Paul Einzig. 

(Macmillan. 1931. Pp. 165. Is, 6d.) 

In the preface to this book, addressed to “ the man in the 
street,” the author tells us he is attempting to explain the 
causes of the crisis, suggesting methods of aiding recovery, 
and outlining action by which the recurrence of crises can be 
avoided. 

In view of the public for which Mr. Einzig is writing, it is 
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unfortunate that he shoulj^ have chosen to use the word “ crisis ” 
instead of the more accurate depression.” Certainly, at the 
time the book was written — ^May 1931 — ^we had reason to con- 
gratulate ourselves on passing through a severe depression, with 
all its attendant hardships and uncertainties, without those 
uncertainties culminating in conditions of crisis. Indeed, it is 
in the nature of a contradiction to write of The World Economic 
Crisis, 1929-1931, when a crisis must refer to some outstanding 
event, the German banking failure and those results the emer- 
gency measures were designed to avert, and not to a series of 
events, a progressive decline in production and a continuous fall 
in price levels. 

Explaining the causes of the depression, Mr. Einzig presents a 
bewildering array of disharmonies which will, no doubt, satisfy 
the man in the street that there are ample reasons for the depres- 
sion existing. But it seems likely that the mechanism of depres- 
sion will still remain a hidden mystery, and the average man is to 
bo pardoned if he still pleads he cannot understand why the slump 
came when it did. The only cause we are able to place definitely 
as an influence of 1929 is the raising of bank rates following the 
Wall Street bull movement and the withdrawal of gold to Franco. 
This influence, in its turn, depressed commodity prices, helping 
to bring about a bear movement and the final relapse into depres- 
sion. In so far as this is Mr. Eiiizig’s explanation, it differs little 
from the orthodox monetary explanation of the regression from 
business activity in a normal Avorld-wide trade cycle. But this 
l)oint of view ]\Ir. Einzig distrusts, for the reason that there was 
no European boom, though wo did not deny the existence of 
pre-war booms because millions of women of employable age 
wore not in remunerative occupations. It is in the cha 2 )ters 
where the author expounds his monetary explanation that 
he is clearest, and it is on them that ho relies mainly for ex- 
plaining the existence of the depression. But in this part of his 
work, too, ho assumes more scientific knowledge than the man 
in the street possesses. The connection between American 
speculation and bank rate, between bank rate and falling 
prices, between falling prices and depression is surely not so 
universally understood as to make further discussion of it with 
the man in the street unnecessary. The factors in the de- 
pression — the falling off of investment, the prevalence of 
dumping, the “ under-consumption ” of agricultural countries — 
which have the most obvious connection Avith business prosperity, 
and the importance of which is, therefore, most easily under- 
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stood, do not seem to be so much causes of the depression as 
reasons for its accentuation and incidence. 

The latter half of the book is concerned with suggesting 
filleviations of tho present position. Thus it is suggested that an 
adjustment of retail prices to tho new level of wholesale prices, 
which we can look to time to bring about, must take place before 
recovery can get well under way. Other alleviations may be 
obtained more quickly by appropriate social action. Thus a 
reduction of costs may be obtainable by rationalisation, reductions 
of wages and a liquidation of frozen stocks. Tho State, too, can 
play its part in helping recovery. It can, by legislative measures, 
take stops to increase the confidence of investors, and, by tho 
expenditure of borrowed funds, increase employment. A direct 
attack on unemployment, however, is only advocatwl in those 
coses in which tho value of tho social asset resulting is commen- 
surate with tho tulditional bunion tho tax-payers arc asked to 
bear. But action to aid recovery along these lines is only men- 
tioned — ^its importance is not exhaustively analysed, nor is there 
any attempt to surmount, or, in most cases, even to recognise, 
tho practical difficulties involved. This section is full of sug- 
gestions, but the man in tho street will have to provide his OAvn 
reasons for rejecting or supporting any one of them. 

Finally, the author turns to inquire how, in the future, wo can 
avoid the recurrence of acute depressions. In the main, the 
remedy suggested is the establishment of closer and more con- 
tinuous co-ojicration between bankers through tho B.l.iS., between 
producers, presumably through {issociatiojis, cartels, and other 
channels for increasing the probability of a remunerative co- 
incidence of demand and supply, and between producers 
and consumers by methods not specified. This co-operation 
and tho introduction of a British Five-Year Plan, Mr. Einzig 
hopes, will make possible more even progress. In a struggle 
for survival which is outlined in the hist chapter, private 
enterprise, so buttressed by co-operation and laced with State 
help, is forecasted to emerge victorious over a possibly aggressive 
communism. 

There are added eleven appendices giving useful short surveys 
of the effects of depression in various countries. 

J. Stafford 

The University, 

Manchester. 
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Education for Business Mcmagement, By James A. Bowie, M.A., 
D.Litt. (Oxford University Press, London: Humphrey 
Milford. 1930. Pp. 200. 85. 6d. net.) 

Rationalisation. By James A. Bowie, M.A., D.Litt. (London : 
Pitman & Sons. Pp. 36. Is. net.) 

Dr. Bowie has largely devoted himself to the development of 
certain sides of the problem of rationalisation which have not so 
far received very great attention, and notably to the questions of 
its limitations, dangers and conditions of success. Rationalisa- 
tion,” he says, “ is in grave danger of becoming a ‘ blessed word ’ : 
we do not know in anything approaching exact terms what it 
means; practically no scientific study has so far been devoted 
to the purpose.” This is, perhaps, an over-statement, and he 
himself refers to the valuable work of Mr. L. Urwick and Mr. J. A. 
Hobson. But his attempt to explain the practical application of 
the problem and the necessary conditions of its success have 
considerable interest, and, apart from those subjects with which 
he deals in detail, he suggests valuable lines for further research. 

His two books taken together are concerned with three main 
questions. First, there are the general conditions necessary for 
the success of rationalisation and the dangers inherent in the 
movement, which constitute the main purpose of his shorter book, 
but are also admircably dealt with in the opening chapter of 
Education, entitled “ Business Development.” Incidentally, the 
larger book is much the better of the two, for the Rationalisation 
is loss solidly argued, thougli often suggestive and interesting. 
It is specially valuable, for instance, on the question of bud- 
getary control, the relation of distribution to production, and 
the place of integration in the proc(5Ss of rationalisation. But 
the book is inferior in its grasp of general economic theory to 
the Education, and the latter seems sometimes to provide cor- 
rectives to the former. Here Dr. Bowie, in view in particular of 
German experience, seems far too drastic in his condemnation of 
the Cartel typo of combine. He possibly over-emphasises the 
newness of the effective grouping of units, overlooking, for instance, 
Marshall’s work on the external economics of localisation. More- 
over, valuable as is his list of the fifteen wastes of Rationalisation, 
he seems unaware that some of them have been for many years 
part of the elementary theory of industrial combinations. 

Nevertheless, in both books the treatment of necessary 
conditions of rationalisation, and notably of the relations of sales, 
plant and production programmes, is suggestive ; and through" 
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out he shows a good grasp of the changing conditions which have 
rendered rationalisation necessary, and of the new system that is 
consequently involved. Thus the change between nineteenth 
and twentieth century conditions is well summed up; ‘‘ in the 
past, business pioneering consisted in the developments of new 
markets and lands but, with no more new lands to conquer,’’ it 
must take the form of expansion and improvement of existing 
markets by rationalisation and research. 

This introduces the second of Dr. Bowie’s main problems, 
namely, the place of management in the development of the 
new system. Hero the growth in the size of the business unit, 
culminating in the huge rationalised unit, both creates a problem 
and in part provides its solution. For rationalisation involves an 
improved, and continually improving, standard of management, 
and increasing co-operation and co-ordination in place of the 
individuality and secrotivoness of the past. For in the huge 
concerns of to-day the autocracy of the individual chief becomes 
difficult, if not impossible, and “ his task is to develop leadership 
among his colleagues, to give them opportunity to exercise it, 
and to correlate their contributions in the best kind of team work.” 
Similarly, it is argued that the central administration should 
” lay down general lines of development and call on groups of 
associated managers to fill in the outlines with well co-ordinated 
policies.” The new developments, however, in many ways 
render easier the necessary changes involved. For the tendency 
to combination itself assists to produce co-operation, and lessen 
the excessive individuality and secrecy which have in many ways 
been a defect of British business management ; whilst the divorce 
of ownership and management has tended to give management a 
broader outlook. In those connections the chapters in Education 
on ” The New Responsibilities of Management ” and the ” Typos 
of Loaders Needed ” are of special interest, whilst RaiioTmlisation 
has some interesting remarks on the future relations of Labour to 
the movement. 

The final problem, which represents the main purpose of 
Education, is concerned with the development of training for 
industrial administration. Dr. Bowie strongly supports Lord 
Passfield’s view, which he quotes, of the need for ” the profession 
of a manager to develop a steadily increasing technique and a 
more specialised vocational training of its own.” He is strongly 
critical of the view that management is a matter purely of 
personality and a thing which cannot be taught. For he regards 
the vastly increased demands made by rationalisation upon 
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management as of them^lves necessitating more systematic 
training, and ho is strongly, possibly unduly, critical of the existing 
defects of British management. 

His main thesis is that training for industrial administration 
requires to be organised on similar lines to education for the 
medical and legal professions, and this from the standpoints both 
of education and industry. He regards it as both possible and 
desirable to provide not only technical training for management, 
but a broad general education, and he submits an interesting 
course of training and study for the purpose. But likewise, 
whilst not under-rating the value of workshop experience, and in 
particular recognising the need to leave outlets in the workshop 
for the advancement of the poor man of ability to the higher 
ranks of industry, ho emphasises the necessity for systematic 
training, through Universities or special schools of business 
administration, as the main basis for providing the new class of 
managers. This should be given preferably prior to the practical 
workshop experience, which ho regards as vital, but as coming 
best in the later rather than the earlier stages of training. All 
will not agree with Dr. Bowie’s position, but his book is valuable 
not merely as a general argument for the courao proposed, but as 
attempting to work out a definite scheme. His detailed proposals 
are often suggestive, and whilst additions or corrections may 
occur readily to the mind, his book provides an excellent basis for 
discussion and should bo of real value to all who are interested in 
the subject, either as educationalists or as business men. 

N. B. Dearlb 

The Tariff History of the Unitenl Stales. Ily F. W. Tatjssio, 

Ph.D., etc. Eighth edition. (New York and London : G. P. 

Putnam’s Sons. 1931. Pp. xii + 530. 52.50.) 

Tfiis well-known work was first published in 1888 and covered 
the period from 1789 to 1887. In successive editions it has been 
revised, enlarged, and brought up to date by the addition of 
chapters on the Tariff Acts that followed its original publication. 
This, the eighth and latest edition, contains a chapter of 38 pages 
on the tariff of 1930. Previous amending tariffs, says Prof. 
Taussig, “ are all explicable on the ground of some special occa- 
sion for a general revision : either an admitted need of over- 
hauling, or a party overturn, or some financial or economic 
stress. . . . Nothing of this sort can bo said in explanation of 
the tariff of 1930. There had been no political overturn. . . . 
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The crisis of the autumn of 1929 did not occur until the character 
of the measure was settled.’’ President Hoover had called a 
special session of Congress in 1929, suggesting higher duties on 
agricultural products to help the farmers and similar assistance 
to depressed industries. A year of wrangling and compromise 
gave the farmers their increased duties, but not the export 
debenture plan which they really wanted; it also handed out 
additional favours to the manufacturers. Regarded as a whole,” 
says Prof. Taussig, “the Act of 1930 must bo characterised as 
futile. The now duties on manufactured goods were mostly of a 
petty sort. . . . On the important branches of these industries 
the protective system liad already been carried so far that no 
considerable further displacement of imports could bo expected. 
. . . For the agricultural commodities the same general charac- 
terization applies — ^futility.” The Tariff Commission, as con- 
stituted under President Coolidge, “ was not such as to command 
respect cither for intellectual capacity or for judicial spirit.” 
By the Act of 1930 the powers and duties of the Commission 
were left much the same, but the existing body was disbanded 
and the President was empowered to appoint new Commissioners 
at higher salaries. The outcome of the change was, when Prof. 
Taussig wrote, “ in the lap of the gods.” 

Henry W. Macrosty 

An Economic llidory of Auslmlm. By 1^. Siiann. (Cainbridgcj 
University Press. 1930. Pp. xiv. + 150. 186’.) 

The economic history of Australia falls naturally into three 
periods, with the gold rushes of ISSl-OO and Federation as the 
two dividing lines. 

It begins in 1788 with the fii’st convict settlement at Port 
Jackson. The officials at homo expected the settlement to 
produce at least its own food-stuffs. But the sorry band of con- 
victs could not bo made to work efficiently, despite the super- 
vision of the soldiers of the New South Wales Corps. The cattle 
were lost in the Bush, the crops were negligible, and the colony 
was dependent upon imported supplies. 

It was soon discovered, however, that rum was an efficient 
incentive to work and a generally acceptable medium of exchange. 
Convicts were “ assigned ” to officers and free settlers, who paid 
them in rum and sold the produce to the Governor — at fixed 
prices. 

Yet it was not until the Rum Puncheon Rebellion of 1808, 
when the Now South Wales Corps deposed Bligh, the last of the 
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four naval Governors, that the Colonial Office gave up its attempt 
to manage the colony on paternal lines, with public agriculture, 
Government trading, fixed prices, and a limited consumption of 
spirits. 

Under Governor Macquarie (1810-1821) it was still customary 
to pay wages in rum. George Street, between Brickfield Hill 
and Bridge Street, cost four hundred gallons. Macquarie, how- 
ever, besides embarking on an ambitious programme of roads 
and buildings, founded the Bank of New South Wales (1817). 
The notes of the Banlc replaced both rum and the depreciated 
notes of private persons, and sterling became the money of 
account. 

Real progress came, of course, with the discovery that 
Australia could take the place once filled by Spain as England’s 
chief source of merino wool. The main credit for this is due to 
John McArthur, by far the most able man in the colony. From 
the first ho persisted in his object of breeding for wool, and for fine 
wool, until in the ’twenties it became clear that he was right. 
Thereafter tlie story concerns mainly the expansion of wool- 
growing in the pasture-lands beyond the gaps which explorers 
had discovered in the Blue Mountains. Mon set out into the 
unknown with flour, tea, sugar, and their flocks, and “ squatted ” 
where they found good pasture. Immigrants and capital arrived 
from England, while the shortage of labour relatively to land was 
partly met by fencing the stations, as it was met later (1884) in 
wheat-farming by McKay’s stripper-harvester. An interesting 
episode was the work of (’arolino Chisholm, who hcl])cd to redress 
the balance of the sexes in the ’forties by settling women in the 
back country. In 1830 the ratio of males to females in New 
South Wales was 2s')5 to 1 ; by 1851 it had fallen to 1-34 to 1. 
Then came the gold rushes, whicli raised the population of Vic- 
toria from 75,000 in 1850 to 538,000 in 18G0 and “ precipitated 
Australia into nationhood.” 

The second period saw the spread of land settlement, the 
establishment of the sugar industry in Queensland, the develop- 
ment of inland transport, and the great land boom which led to the 
collapse of 1893. It saw, too, the growth of Protection in Victoria 
under the persistent advocacy of David Syme. When Syme 
bought the Melbourne Age in 1860, it was a struggling newspaper. 
He made it the greatest power in the colony. Through its 
columns he became the virtual ruler of Victoria, making and 
breaking Ministers at his will, and getting his wishes translated 
into law. Meanwhile, it is interesting to note, the mother colony 
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of New South Wales made rather better progress under a revenue 
tariff. 

Yet the Commonwealth has become increasingly Protectionist. 
Professor Shann makes this the main theme of his account of the 
third period. Increased duties on raw materials and machinery 
have led to increased duties on finished products, but the volume 
of imports which (until the present slump) has passed the tariff 
barrier does not suggest that the industries thus fostered have 
reached a high level of efficiency. Higher costs of living have 
led to liigher wages, fixed by the Courts, and all sections of the 
community have demanded a share in the “ benefits.” The 
Australian housewife not only pays two or three times the world 
price for her sugar, she also pays at least 3d. per lb. more for her 
butter than the consumers to whom it is exported. 

The main export industries of wool and wheat have made 
considerable technical progress. The yield of wool per sheep, 
for example, has risen from 6 lb. in 1890 to 9 lb. to-day, while 
Farrer’s discovery of “ Federation Wheat in 1903 gave a great 
stimulus to wheat-farming. Nevertheless, only the high world 
prices of their products enabled production to continue on the 
scale of the post-war years, and with the slump in world prices 
oven an exchange premium of 30 i)cr cent, is not sufficient com- 
pensation for the burden of the tariff. The now chapters in 
Professor Shann’s second edition will bo full of interest. 

The book has its limitations. Avowedly, little is said of public 
finance and Covernment expenditure, despite the leading part 
which Governments have taken in promoting development — 
with borrowed money. One looks in vain for anything resembling 
Caimes’ essay on the gold discoveries. Such subjects as Educa- 
tion and Art are left almost alone. 

More important is the absence of maps. After all, it is 
the stark facts of economic geography which have dominated 
Australian development. The arid interior, the unreliability of 
the rainfall, the absence of important inland waterways, have 
been more significant even than Tariff Policy. Moreover, the 
reader cannot be expected to know the relative position of all 
the places mentioned. Similarly, a few statistical tables showing, 
for example, the changes in population prices, production, and 
foreign trade, would have been useful. 

Nevertheless, this is without doubt a History to be welcomed. 
Professor Shann has given us far more than a mere record of 
events. His delightfully vivid style makes the book a pleasure 
to read, while his wide knowledge of original sources renders it 
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at the same time a substantial contribution to knowledge. Always 
scholarly, and never dull, he does more than most historians, 
economic or otherwise ; ho makes the dead past live. 

P. C. Benham 

Borrowing and Business in Australia. By Gordon Wood . (Oxford 
University Press. 1930. Pp. 267. 12^. 6d.) 

Mr. Wood gives both an account and an interpretation of 
fluctuations in Australian prosperity during the last hundred 
years. His interpretation “ postulates one efficient cause that 
is external to Australian business, rather than the operation of a 
number of inter-related factors forming a complex whole within 
the economic structure itself — ^namely, the changing rate at 
which external capital has been introduced. “ The true facts 
of the situation are that wo have suffered in the past and are 
suffering in the present not from the effects of the business cycle, 
but from the natural accompaniments of the borrowing cycle.” 
He asserts that '' there is a distinct limit to the rate at wliich any 
community can absorb capital.” At certain times, notably during 
the ’eighties, external capital was “ forced upon ” Australia “ at 
such a rate that the ordinary channels of finance became choked, 
and anything in the nature of efficient direction of capital invest- 
ment became an utter impossibility.” He has little difficulty in 
showing that during such times more gold than usual has been 
retained instead of exported, that prices have risen faster or 
fallen more slowly than elsewhere, and that imports have increased 
relatively to exports. When the inflow of capital has ceased or 
slackened, interest 2 )ayments have of course continued, all these 
movements have been reversed, and the result has been crisis and 
depression. 

This thesis has been admittedly inspired by that admirable 
work, Canada's Balance of International Indebtedness, but Mr. 
Wood seems to go further than Professor Viner in stressing the 
paramount importance of external borrowing. Perhaps certain 
differences of emphasis would have made his picture more accurate. 
His explanation is apparently convincing when applied to the 
1893 collapse, for the Victorian land boom of the i)revious decade 
was undoubtedly stimulated and greatly accentuated by the use 
of British capital in land speculation. But what of 1853 ? With 
100,000 out of 229,000 males in Victoria and New South Wales 
engaged in gold-mining and winning £20 millions of gold in the 
single year of 1852, would not prices and wages have risen, would 
not the erisis have inevitably followed, in the complete absence 
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of external borrowing ? What of the present depression 1 Ad- 
mittedly, the refusal of the British investor at the beginning of 
1929 to continue lending (on acceptable terms) played an impor- 
tant part. The “ spendable ” national income was suddenly 
reduced by some £30 millions a year. Yet the reduction was only 
of the order of 5 per cent. The slump in wool and wheat prices, 
and the rigidity of the wage-structure, have surely been of com- 
paral^le significance. Moreover, the changing rate at which 
external eapital is imported is partly an effect of changing 
“ prosperity ’* as well as a cause of it, and is also i)artly dependent 
on conditions in the lending country. The way in which crises 
in Australia have followed on the heels of crises in England 
deserves rather more weight tliiiii Mr. Wood seems prepared to 
give it. In short, the present reviewer feels that booms and 
depressions in Australia would have occurred at about the same 
times, although not with quite the same force, in the complete 
absence of external borrowing, and that, given the facit of external 
borrowing, it should be treated as one of a number of inter-related 
factors rather than as the sole “ efficient cause.*’ He feels, too, 
that some acquaintance with the work of Wicksell or Hayek, or 
with Mr. Keynes* Treatise on Money (which was impublislied 
when this work was written), would have assisted Mr. Wood in 
expressing his views, but, even so, the question would still remain 
of why “ saving ** has outrun “ investment,** of tvhy the money 
rate of interest has exceeded the “ natural rate,** at some times 
and not at others. Whether one accepts Mr. Wood’s thesis or not 
does not affect the value of his book as a study in ‘‘ business 
history.” It is a useful piece of research, containing numerous 
statistical tables and graphs, while a special word of praise should 
bo bestowed upon his (somewhat daring) estimate of the Australian 
annual Balance of Indebtedness from 1900 onwards. 

P. C. Benham 

An Early Experiment in Industrial Organisation. A History of the 
Firm of Boulton and Watt, 1775-1805. By Erich Roll. 
With an introduction by J. G. Smith. (Longmans, Green 
and Co. 1930. 15a. net.) 

This monograph falls into two parts. The first deals with a 
story the broad features of which are familiar to all — ^tho partner- 
ship of James Watt and Matthew Boulton between the years 
1775 and 1795. Dr. Roll adds new details and puts the picture 
in a new frame, for, unlike earlier writers, he is occupied with the 
growth of the business concern rather than with the steam engine 
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itself or the personality of its inventor. But there are few surprises 
in this part of the volume. The idea of the separate condenser 
as it came to Watt in April 1765 (Dr. Roll puts 1763 for this event) 
could scarcely have resulted in steam power in industry without 
the collaboration of a capitalist possessed of a factory organisation, 
with machines and skilled labour. If economic historians should 
ever emulate the brighter political historians by compiling a 
volume of “ Ifs,” an essay might well be included on what might 
have happened if W att and Boulton had never met. It is probable 
that the inventor would have joined the men of genius who died in 
I)Overty, for it is difTicult to think of any other industrialist of the 
period who could have carried his ideas to success. And though 
the steam engine would have come into being some time, it might 
have come a generation later — with what alterations in the course 
of history as wo know it a lively fancy might readily suggest. 

But it is not with any such conjectures that the author is con- 
cerned. What is of outstanding importance in his book is the 
study of the process by which a firm of engineers, who drew their 
income from royalties on a patent, transformed itself into the first 
factory in the engineering industry, drawing profits from manu- 
facture. Dr. Roll shows that an initial stop w^as taken between 
1782 and 1786, when the rush of orders for the now rotative 
engine compelled tlie partners themselves to manufacture more 
parts of the contrivance than formerl\ , forced them to standardise 
these parts, and led them to alter the method of levying premiums. 
But it was in 1795, when control passed to James Watt, junior, 
and Matthew Robinson Boulton, that the jmccof business evolution 
quickened. Under their direction the Soho Foundry was erected, 
with shops arranged so as to follow the sequence of the production 
processes; a high degree of division of labour was introduced; 
an elaborate system of payment by results \vas devised; and a 
first “ welfare ” experiment was made by setting up a mutual 
insurcanco society for the employees. At the same time business 
policy changed profoundly. Engines were now sold outright; 
the old practice of diSerential charging was abandoned; and a 
complex system of cost accounting and business statistics was 
brought into being. Dr. Roll thus shows that much that is con- 
sidered new in engineering practice existed long ago, and that 
“ experiments in scientific management . . . are not exclusively 
a product of the era of mass production, but were apparent from 
the very beginning of machine industry.” It was well worth 
doing, and is admirably done. 

Stress is laid on the change in the attitude towards labour that 
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occurred when the younger Boulton and Watt took the helm. 
That the relations between employers and men should become 
depersonalised as the scale of production grew was inevitable; 
but the decline of paternalism in the firm was accompanied by 
higher earnings. Dr. Roll appears to think that elsewhere ‘‘ the 
advancing industrialisation created previously undreamt>of 
misery throughout the country.” It is not easy to weigh the 
misery of men who are no longer alive ; but taking the objective 
test of earnings, several independent inquiries suggest that 
large-scale industry brought to the workers higher standards of 
life, i^oho must always remain pre-eminent, but in this matter of 
wages it was no exception. 

T. S. Ashton 

The University of Manchester. 

The History of Trade Union Organisation in the Non'th Staffordshire 
Potteries. By W. H. Warbctrton, B.Litt., with an Intro- 
duction by R. H. Tawney, Hon. D.Litt. (London : George 
Allen and Unwin. 1931. 10^. M.) 

Mr. Warburton’s book affords both an interesting picture 
of the development of Trade Union organisation in the Potteries 
over a century, and a concrete illustration of the general nature 
of Trade Union development in this country which is very instruc- 
tive and suggestive for comparative purposes. 

The problem of labour organisation in the pottery industry has 
evidently all along been of a relatively simple and fairly well-defined 
nature. The age of the industry, its highly localised character 
and the peculiar nature of the craft combined to give it an indi- 
viduality of its own and to protect it from the fiercest onslaughts 
of the Industrial Revolution. Indeed, as Mr. Warburton explains, 
the Industrial Revolution, so far as the introduction of machinery 
is concerned, left the pottery industry almost untouched until 
after 1870. At the same time, however, the industry was affected 
by the increasing mechanisation of other industries, and was 
influenced by the accompanying changes in social and industrial 
outlook. From the point of view of labour organisation it thus 
occupied an enviable position since it combined within itself the 
elements both of security and growth. The impression left by 
Mr. Warburton’s sympathetic and well-balanced presentation is 
that, compared with the problem of labour organisation in its 
venerable sister industries, agriculture and mining — the former 
with its lack of localisation ; the latter, of the natural protection 
of craft — ^the problem in the pottery industry has been simple, 
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and has called for no great constructive effort. This does not 
mean that organisation Has been easy or uneventful. As in most 
industries, trade unionism in the Potteries has had its period of 
Utopian schemes, and back- wash of suffering and disillusionment ; 
a second phase of a keener realisation of craft differences with a 
narrower and more practical policy ; a third phase representing 
a consolidation of interests and a wider industrial outlook. But 
on the whole the divergence of interests in the pottery industry 
has never been very great. The consolidation of interests which 
has taken place is not merely of labour interests, but of tlie 
industry as a whole. The establishment of a Joint Industrial 
Council in 1918, the pioneer of its kind, was followed in 1919 
by the formation of the powerful National Society of Pottery 
Workers and of the British Pottery Manufacturers’ Association. 
Dr. Tawney’s hope that this book will be widely read, and will 
encourage others to make similar contributions to the histoiy 
of Trade Unionism, may be very sincerely re-echoed. 

M. T. Rankin 

University of Edinburgh. 

The Leeds Woollen Industry^ 1780-1820. Edited by W. B. Crump, 
M.A (Leeds: The Thorcsby Society. 1931. Pp. xi-|- 343. 
165. net.) 

This valuable work may be regarded as consisting of three 
parts : — an historical introduction by Mr. Crump, the diary of 
tfoseph Rogerson, and papers relating to the business of Benjamin 
Gott. In the sixteenth century the " clothier ” may have put 
out some spinning, but all the other operations, preparing the 
wool, weaving, dyeing, and dressing, were done on his premises. 
As time went on dyeing and dressing fell into separate hands and 
the merchant controlled the final stages of the textile processes. 
Except for fulling, which required power, the wool industry was 
still one of handwork, though the fly-shuttle and the spinning 
jenny were taken over from the cotton trade. Between 1770 
and 1775 Arkwright invented the carding engine, and about the 
time this narration open:;, mills for the three preparatory pro- 
cesses of scribbling, carding, and slubbing and for the final process 
of fulling were being started in the townsliips round Leeds, from 
which centre the clothiers were being driven by high rents. These 
mills were driven by water or steam (quite small ones by horse- 
power) and worked on commission for the hand-working clothiers, 
who then gave out the carded wool to bo spun and wove the yam 
at home or gave out some weaving also. Dyeing was also done 
No. 163. — VOL. XLI. K K 
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by the millers, but, though more restricted in the scope of its 
operations, the domestic system was as fully in force as it had 
been a couple of centuries earlier, and so it continued substan- 
tially till the end of the period ti^eated by Mr. Crump. Gott’s 
** woollen manufactory,” started in 1792, was by no means a 
modem “factory,” though all processes were carried on under 
the same roof. Spinning and weaving were done by hand even 
there, and the weaving was organised under several independent 
contractors, Gott’s firm being primarily merchants. 

Bogerson was a scribbling miller, and his diary for the years 
1808-14 (except 1810) puts us into touch with the agricultural 
connections of all mills. Ills farm was of almost as much interest 
to him as his mill, and the weather was of equal importance for 
both. “Dull morning, wind east. There has been no drying 
Cloth these four or five Days back so that we are short of work 
in the Cloth Mill ” (f.e. the fulling mill). “ There was a back- 
ward Spring but very forward haytimo and great plenty of 
grass.” These are typical entries, and one notes also several 
recipes for the disposal of rats and one for the colouring of gun- 
barrels. The bewitching of William Perigo, fishing in the dam 
when work was slack, brief family notes, the new organ, the 
Bible Society; complaints of bad trade, of the difficulty of 
getting in money, of the slubbers who were his key-men, of the 
cloth merchants (“ an arbitry set of men ”), of the clothiers 
(“ the very devil to please ”) — such are the topics woven through 
his day-to-day story, giving a lively picture of the life of a com- 
mission scribbler a century and a quarter ago. Public affairs 
get brief notice, except his service in the militia, but we may 
note under date 6th June, 1814, tlio following; “This peace 
makes all very slack — I think now as it is corn’d nobody seems 
so very fond of it ; there will be a deal of money lost in various 
ways.” History has repeated itself! Information as to prices 
and wages are scattered throughout the pages. Early in 1808 
slubbers wore earning 14^. and 15^. a week, but his men averaged 
22^. Cd. (“ and still they are far from being satisfied ”). Trade 
was very irregular, and in May 1808, “I could find plenty of 
able men for IO 5 . P' Week, such as once had 25^. and 30^. P' 
Week ; he was then discharging men, so that elasticity of wages 
was not an unfailing panacea for bad trade. It is worth noting, 
too, that in 1809 he reckoned that with “ a fair trade to Mill ” 
of £27 14g. per week there should be “ gains ” of £12 9^. (W., or 
say 45 per cent., and that in 1812 his actual “ clear profit ” was 
over 41 per cent., and in 1813 about 44 per cent. 
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The Gott papers contain less of “ human ” interest than does 
the Bogerson diary. “ They are but the scattered survivors of 
what must have been a vast mass of correspondence. Moreover, 
they possess a most miscellaneous character. There are letters 
of great length reciting the multifarious details of foreign markets. 
At the other end of the scale we have a quantity of bills of 
exchange, receipts, valuations, and so forth. Notwithstanding 
individual features of much interest, there are gaps spreading 
over many years which make it impossible to construct from 
these papers alone anything like a comprehensive history of the 
firm ** (p. 169). Mr. Offor, University Librarian, in a most 
interesting introduction to this part of the book, ekes out the 
story from other sources. Altogether 144 documents arc printed 
in whole or in part, many dealing with the equipment of the 
factory in 1792 and, in particular, including correspondence with 
Boulton and Watt regarding the installation of one of the new 
steam engines. Some Luddite documents are of interest, but 
Leeds was jiretty free from their disturbances, as the cloth dressers 
had been strong enough to prevent the introduction of gig-mills 
and shearing-frames. Abundant particulars of commodity 
prices arc given in the letters, but among all the dry business 
details it gives one great pleasure to read a letter (pp. 224-6) 
from Mr. George Augustus Lee to Mr. Gott in 1802, announcing 
at the end his approaching marriage in terms which justify one 
in claiming him as a “ man of sentiment.*' Mr. Lee was an 
enterprising man, for he introduced gas into his house in 1804 
and into his mills in 1805. Two following chax)tcrs deal with the 
history of Gott’s mill buildings and with notebooks containing 
records of his mill practice. The last chapter contains a collec- 
tion of trade notices, newspaper advertisements, and extracts 
illustrative of the i)rogress of the woollen industry during the 
IDoriod under review. 

It will be plain that students of economic history owe a deep 
debt of gratitude to the Thoresby Society for publishing this 
book and to Mr. Crump and his coadjutors, Mr. Offor, Mr. 
Heaton, Mr. Ycwdall, ana Miss Hargrave for the critical reviews 
of the documents. Henry W. Macrosty 

The Anglo-French Treaty of Commerce of 1860^ and the Progress of 
the Industrial Revolution in France. By A. L. Dunham. 
(University of Michigan Pi*ess. 1930. Pp. 409. §3.) 

The hero of this book — ^if, indeed, the word “ hero may be 
used in referring to so austere a piece of scholarship — ^is Michel 

kk2 
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(Jheralier. Originally a disciple of Saint-Simon, dhevalier came 
at an early age under the influence of J. B. Say ; and, being thus 
an authoritarian in politics and a liberal in economics, ho was 
ideally fitted for the rule of commercial adviser to the Second 
Empire. In 1852 he resigned the Cihair of Political Economy, 
which he had held for twelve years, to become a member of the 
Conseil d’Etat ; and henceforth his whole energies were given to 
the reform of the fiscal system of Franco. 

Previous writers have attributed to Cobden the principal part 
in the creation of the Treaty of 1860. There is some excuse for 
them in that Cobden was a plenipotentiary and signed the Treaty, 
whereas Chevalier did not. But, as the result of a minute study 
of correspondence that has been preserved both in England and 
Franco, Dr. Dunham is able to show convincingly that it was in 
the mind of the Frenchman, and not in that of the Englishman, 
that the idea first germinated. Ho proves, moreover, that 
Chevalier had the task not only of composing the hesitancies of 
Napoleon III, but also of overcoming the scruples of Cobden, who 
at first was inclined to regard the project as a departure from the 
sacred principles laid down in 1846. 

About a third of the book is given to the day-to-day negotiations 
that preceded the Treaty, and to the Tariff Convention and the 
Imperial Loan to manufacturers that followed it. But of equal 
interest is the detailed study made by the author of the develop- 
ment of the leading industries of Franco. The history of each is 
carefully traced from the beginning of the nineteenth century to 
the abandonment of the Treaty in 1882, and in these chapters, as 
in the earlier, rich supplies of new material are tapped. Dr. 
Dunham has written more than a monograph : his book makes an 
important and permanent contribution to the general economic 
history of France. 

As to the effect of the Treaty, it is not difficult for the author to 
prove that freer intercourse was beneficial to the manufacturers 
of silk and wine, who, alone of French industrialists, had supported 
the efforts of Chevalier. But for other industries it is less easy to 
disentangle the results of the Treaty from those of other events. 
It is shown, however, that the depressions that visited the iron 
and textile trades in the ’sixties were produced by the American 
Civil War and by economic or technical factors remote from 
poUtics : the author leaves no reason to think that they were in 
any wise the result of increased imports from Britain. 

At a time when the sands seemed to be running low for Free 
Trade in this coimtiy, it is refreshing to read of the motives that 
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led the French to freer trade in 1860. Faced with the problem of 
industries that needed new methods and new machines but showed 
little inclination to adopt them, Napoleon III administered the 
tonic of increased foreign competition. It is the thesis of this 
careful study that the tonic w€^ effective. 

T. S. Ashton 

The University of Manchester. 

History of the Financial Administration of Ireland to 1817. By 
T. J. Kiernan. (P. S. King & Son : 155.) 

Dji. Kiernan is to bo congratulated on a very successful and 
fruitful research, the results of which throw much new light on 
Irish constitutional history. His main thesis is that the Irish 
Parliament, in spite of its numerous limitations and incapacities, 
fought a prolonged and successful struggle against the executive 
for the control of finance. In the course of his study the author 
discusses many unfamiliar aspects of Irish history, and he has 
brought to light many interesting facjts regarding the govern- 
ment and administration of the country. The book displays 
evidence of prolonged and original research and is a valuable 
addition to the literature of Irish history. 

The contest between the executive and the legislature in 
Ireland centred on the interpretation of Poynings* Act. Dr. 
Kiernan distinguishes between three uses which w'erc made in 
different periods of this famous statute. Under the Tudors and 
early Stuarts the Act was used as a protection to the legislature 
against the executive in Ireland, and Elizabethan parliaments 
sturdily resisted proposals for its reiieal. It was Wentworth 
who realised that the Act could bo used as a means of suppressing 
the initiative and independence of the Parliament ; “it w'as not 
any longer a machinery for co-operation, but an instrument of 
subordination.’’ Finally, in the eighteenth century the Act was 
used by the British Government to safeguard its unconstitutional 
supremacy in Irish affairs. The amendment, which amounted 
practically to the repeal, of Pojmings’ Act was one of the greatest 
achievements of the liberation of 1781. 

The attainment of parliamciitary control over Irish finance 
was delayed and impeded by the grant by the Restoration 
Parliament of perpetual duties, the “ Hereditary Revenue,” to 
the Crown. It was only when this ample source of revenue 
proved insufficient that resort had to be made to Parliament for 
“additional duties.” The post-Revolution Parliament surren- 
dered without protest to the claim of the English Parliament to 
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bind Ireland, but it exhibited considerable independence in 
matters of finance in insisting on the presentation of accounts 
by the executive. Throughout the early part of the eighteenth 
century the examination and criticism of the public accounts 
was the method by which the Irish Parliament attempted to 
check extravagance and maladministration. Appropriation of 
supply, as a regular practice, did not begin until 1763, when 
the Parliament was worsted in its contest with the executive 
over the right to dispose of a revenue suiq^lus. Henceforward 
the House of Commons appropriated to specific purposes part of 
the supplies granted by them. The now expenditure originated 
in this way frequently took the form of bounties and premiums 
on different branches of industry and agriculture and the con- 
struction of public worlds, many of Avhich were of great advantage 
to the country. In the later years of the century the increase of 
the additional duties and the frequent sessions of Parliament 
strengthened the position of the House of Commons, which 
succeeded in coercing the Government in 1779 by refusing to 
grant supplies for more than six months. 

Grattan’s Parliament suffered, in its early years, from serious 
limitations in the control of ])ublic finance. The independence 
of the House of Commons was undermined by corruption, and 
it was not until 1793 that the Government could be persuaded 
to consent to a measure of financial reform. The House of 
Commons voted supplies, but had no voice in limiting expendi- 
ture. There was no general appropriation Act, and the com- 
mittee of accounts had become x>liunt to Government influence. 
In 1793 comprehensive reforms were effected; i)rovision was 
made for a full appropriation of supx)ly, and a s>'stem was intro- 
duced to ensure the official responsibility of the officers con- 
cerned with the collection and expenditure of the revenue. 
Unfortunately the reformed system never had a chance of work- 
ing in normal conditions. The closing years of the eighteenth 
century wore years of war abroad and rebellion at home, and 
the shadow of the Union was beginning to hang over the Irish 
Parliament. It is impossible to disagree with the contention 
that that Parliament had shown an enlightcn(>d regard for an 
upright system of financial administration, and had succeeded, 
in spite of innumerable difficulties and discouragements, in 
establishing such a system when it was apx)roaching its own 
annihilation. 

The Act of Union was the most important turning-point in 
Irish financial history. Owing mainly to the unforeseen con- 
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tinuance of the French war, the financial arrangements of the 
Act proved quite unworkable, and the exchequers of Great Britain 
and Ireland were amalgamated and their debts united in 1817. 
Dr. Kieman attacks with much vigour the proportion laid down 
for the Irish contribution to the expenditure of the United 
Kingdom, and severely criticises the action of Parliament at 
the time of the amalgamation of the exchequers, when it acted 
certainly against the spirit and probably against the letter of 
the Act of Union. 

George O’Brien 

University College, 

Dublin. 

The Oreenha-cks and the Resumption of Specie Payments. By Don 

C. Barrett. (Harvard Economic Studios. Milford. 1931. 

Pp. 248. I2s. 6d.) 

Tins work attempts three ends. First, it attempts to provide 
an account of the introduction of the Greenbacks into the U.S. 
currency system, and of the eventual ability of the Treasury to 
exchange gold freely for them. Secondly, the author tries to 
estimate the probability of a successful resumption of specie 
payments had such a course been attempted at can earlier date, 
18G6 instead of 1879. Thirdly, it illustrates the economic and 
political dangers of inconvertible paper. 

These three objects necessitate a twofold study. The first is 
presented, carefully and with detail, by the unfolding of a drama, 
almost a tragedy, of economic history, and at the same time there 
is skilfully suggested the ])olitical history of the time that is 
relevant to the attainment of the third object. Two episodes 
in this survey are of especial interest, in that they throw light 
upon the early monetary systems of the States. It is this decen- 
tralised system, and Chase, the Secretary of Hie Treasury in the 
early years of Lincoln’s Presidency, that have the attributes of 
villainy in this drama. The early years of the Civil War saw the 
necessity for a considerable loan, which the banks issued, paying 
to the Treasury the purchase price in currency at the instigation 
of Chase, who refused to take advantage of new legislation which 
made this procedure unnecessary. This dci)lction of the banks' 
currency reserves forced a contraction of bank-note issues, and 
a lapsing of specie payment— leading eventually to the Gi’ccnback 
issues. And again, in the final act of resumi)tion when we arc 
awaiting the curtain, a tragedy all but takes place. Spe(‘ic 
payments have been resumed, but at the time when the exchanges 
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tend to turn against the dollar and when the gold reserves of 
the banks have been depleted by the Treasury’s action in obtain- 
ing gold cover for the Greenbacks. Normally, this should bo a 
situation which we can leave the actors to face themselves. But 
circumstances are not normal. It is impossible for the Treasury 
to redeem Greenbacks in the ordinary sense, for after presentation 
at the Treasury for gold they must be reissued. This enactment, 
directly due to contractionist fears, leaves the banking system 
without curb. Only bad European harvests allow us at last to 
leave our scats and to refresh our memories of the mischief yet 
to be done before the establishment of the Federal Reserve system. 

^This narrative of a monetary experience, and of political 
ineptitude, ignorance and lack of scruple, bringing together 
scattered or inaccessible information, should prove as valuable 
as it is interesting. 

But it cannot be said that Professor Barrett is as happy in his 
analysis of the possibility of the resumption of specie payments 
in 1866. With a premium on gold of 40 per cent, surely it is not 
enough to suggest that all classes were comfortably circumstanced 
and that a foreign market for U.S. bonds existed in order to prove 
the possibility a certainty ? Nor are the explanations of fluctua- 
tions in the price level altogether satisfactory, for the author 
relies solely upon a correlation, presented to the eye, between 
prices and the quantity of Greenbacks. The process by which 
inflation took place is surely as important as the factor that made 
the inflation possible. For example, after the termination of the 
war, the fall in prices, the temporary redemption of Greenbacks 
and the increase in the banks’ specie reserves, all seem linked up 
with the halt in the Government expenditure. While, in a 
currency system so incoherent, might it not be argued in favour 
of inconvertible paper that an increase in war expenditure on 
such a scale might itself have caused a crisis had there been no 
expansion in legal tender ? 

Still, as we now know so well, Professor Barrett’s condemna- 
tion in retrospect of inconvertible paper on account of the dangers 
of over-issue is well warranted if a little uninquiring. 

J. Stafford 

The, University, 

Manchester. 



NOTES AND MEMORANDA 


Official Papkus 

Report mi the Profitableness of Farming in Scotland. (H.M. 

Stationery Office. Pp. 162. 2s. 6d.) 

Conflicting opinions arc held as to the causes of agricultural 
distress, and both agriculturists and the general public may bo 
in need of definite guidance and of precise facts. It has been the 
object of the Department of Agriculture for Scotland to meet 
this need, and in the Report recently issued upon the Profitable- 
ness of Farming in Scotland, the results of a study of the flnancial 
and other records collected from farms over a wide area during 
1928-29 are presented and discussed with a forward look also 
to more recent times. Farming is a life as well as a business, and 
considerable differences manifest themselves in the working of 
the farms by family or by hired labour, and in the amounts and 
sources of capital utilised. Farmers variously situated make 
unequal demands upon the banks, auctioneers and merchants 
for credit facilities, and these differences arc discussed. In the 
matter of jirofit and loss the report reveals that depression has 
been very unequal as between one district and another, and, 
indeed, that certain types of farming had, at any rate until 1929, 
escaped a condition that might be described as depressed. There 
is, too, much greater uniformity in the income yielded to farmers 
in some districts than in others. The widely held views which 
associate profit or loss with the volume of labour employed, the 
use of home-grown foods, or the use of machinery, are analysed 
in the light of the returns received. Another subject of discussion 
is the extent to wliich the varying fortunes of farmers can be 
accounted for by the unequal effects of recent changes in the 
levels of costs and of prices upon the various systems of farming. 
The remedies available to the farmer are seen to be by no means 
the same from district to district. There is a 2 )pcnded to this 
discussion of the present position of the industry a section which 
will have a particular interest in the Border areas, and to investi- 
gators generally. Perhaps the greatest difficulty in depicting 
accurately the state of the industry arises from the absence of 
precise information as to the number of farmers and workers 
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concerned in each of the varied forms which farming takes. The 
Department is endeavouring to overcome this difficulty by 
making a statistical classification of farming systems in Scotland, 
with a view to giving the appropriate weight to each in describing 
the economic status of the industry. This work has been com- 
pleted for the Eastern Borders of Scotland, and an account is 
offered both of methods and of the results. (Communicated.) 


OBITUABY 

Herbert Joseph Davenport, 1801-1031 

Herbert Joseph Davenport was born in Wilmington, Vt., 
August 10, 1861. He was head of the Department of Political 
Economy and Dean of the School of Commerce of the University 
of Missouri, 1908 to 1916. Ho was Professor of Economics at 
Cornell University, 1916 to 1929, and thereafter Emeritus Pro- 
fessor. He died suddenly in New York City ^ June 15, 1931. 

To students of the history of thought, it probably appears 
that few economic theorists have attained as high a degree of 
self-consistency as might have been expected in a field where a 
single set of concepts and preconceptions has been so often worked 
over and over. Davenport is certainly to be numbered among 
these few, if indeed he does not surpass all other “ system 
economists ” in the rigour and coherence of his thought. It is, 
therefore, something of an anomaly that he should offer a theory 
which, however coherent, is at once a masterpiece of Austrian 
neoclassicism and a system uniquely to the liking of those wlio 
think they have moved farthest ahead of neoclassicism. An 
individualist among individualists, for the most part a Victorian 
in his philosophical outlook and literary taste, and trained in 
close economic reasoning of the old prc-Ausiro-Gcrman-influcncc 
type under J. Laurence Laughlin, Davenport was yet able to 
forge a theoretical connecting link bctwecjn the now older Austro- 
American economics and that newer American theory much of 
which is still in the writing. Paralleling and partially explaining 
this close kinship of Davenportian doctrine to certain newer 
elements in American economic thought was an intimate friendship 
between Davenport and Thorstein Veblcn. 

The novelty of Davenport’s version of neoclassicism has 
commanded less attention than it merits. It easily escapes even 
a careful reader of the Economics of Enterprise, but few of those 
have failed to grasp it who have carefully dissected writer after 
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writer under Davenport’s tutelage in his seminar in Value and 
DistribtUion. That the effectiveness of Davenport’s writing and 
his teaching contrast more strongly than is common is due in part 
to the difficulties of his written style — compactness of expression, 
controversial tone, the relegation of whole essays to footnotes — 
and in part to his mastery of a quasi-Socratic pedagogy. But 
this is not all. His thinking starts out with classical concepts, 
classical terminology. Using these terms he tries classical 
formulations, classical laws, and finds them wanting. He then 
re-defines the old terms so that the classical formulations shall 
seem to him tenable. He puts new wine up under old labels. 
Little wonder that his new connotations of old words should 
escajx) the reader. Utility ” is not usefulness but desiredness. 
“Cost” is not expense; it excludes unavoidable expense and 
includes revenue foregone — ^it is “ opportunity cost.” Product 
is, in his most frequent usage, neither physical output nor its 
value; it is “ proceeds ” to the entrepreneur, net profit. 

What, then, is the new wine put up under old labels ? Almost 
ecrtainly the chief novelty of liis doctrine is that he alone among 
the theorists of his generation throughout his system con- 
sistently distinguishes “ competitive economics ” and “ collective 
economics.” Por “ competitive economics ” he finds that 
capital goods include equities in other enterprises (loan funds), 
franchises, monopoly advantages and investments in publicity at; 
well as tangible assets. And rcchristciiing the “ Laws of Diminish- 
ing and Increasing Returns,” the “ Law of Advantage and Size ” 
and the “ Law of Proportion of Factors,” he finds the competitive - 
collective distinction makes several laws of each. Moreover, in 
applying those forms of these laws which are relevant to “ entre- 
preneurial calculations ” to the competitive productivity theory of 
value and (primary) distribution, he does what other neoclassicists 
have failed to do — ho finds a place in his system for outlays on 
sales effort and on litigation, as well as for outlays on lobbying, 
on gunmen, on bribery, etc. Ho also finds a place in his “ pro- 
ductivity ” theory for such activities as high finance and the 
production of what Hobson calls “ illth.” Thus Davenport’s 
thorough-going competitive-collective distinction leads him to a 
view close to that of Veblen On Pecuniary ami Imlusirial Employ- 
ments} and at the same time makes him critical of his fellow- 
neoclassicists for the confusion of collective and competitive 

' Tho rosernblanco of Davenport’s unpublished treatment of the Economics of 
Feminism and tho Economics of Fashion to Voblen’s Theory of the Leisure Class is 
less clearly of the essence of Davenport’s thought. 
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economics and for the closely related confusion of ethical 
appraisal and economic description. But since he regards 
the task of economics as purely descriptive,^ he is not led 
to develop constructively the close relation between collective 
economics and ethical appraisal, except in his unwritten theory 
of taxation. 

One other distinctive phase of the Economics of Enterprise may 
be singled out for special comment — ^Davenport’s treatment of 
capital and interest. Like Irving Fisher, and unlike most other 
neoclassicists, Davenport deals with the interest problem as one 
involving the ratio between the annual hire of a capital good and 
its present capitalised worth — ^not merely, or chiefly, as one of 
determining the amount of the annual hire of a capital good. 
Thus capitalisation is a central part of the theory. But in import- 
ant respects Davenport diverges from Fisher. Pure interest 
cannot bo separated from insurance loading, handling charges, 
etc. — that type of cost analysis would make all commercial bank- 
interest “ impure.” Also a lender’s risk depends on his market 
information — and the market is imperfect. We must speak not 
of “ the interest rate ” but of interest rates. Again, in Daven- 
port’s thought there is a larger place for other factors in interest 
rates than time preference, risk, productivity, purchasing power of 
money, and cost of production — such factors as Government 
borrowing, taxes, commercial bank capital, and the effect of the 
unequal distribution of income upon capital accumulation. 
Finally, with Veblcn, he develops the concept of loan-fund capital. 
This competitive concept is central to Davenport’s interest theory. 
“ Productivity gets ... no further than an explanation of mere 
rents, . . . Rents do not afford rates,'' “ Rents are . . . one of 
the bases of interest-paying demand for [loan] fund capital.” 
“ The interest rate market is a [loan] funds market, not a machine 
or raw materials or present consumables market.” ® 

If Davenport’s competitive economics, and especially- that 
phase of it concerned with interest rates, distinguish him from his 
fellow-neoclassicists, his conception of economic science is none 
the less the essence of ncoclassicism — a, “theory” of value and 
distribution in the sense of a deductive, somewhat mathematical 
explanation of the logical reasons for a price in terms of ultimate 
determinants at the moment. Despite his lack of mathematical 
training (witness his inability to grasp the concept of velocity of 

^ It is interesting to note tho ethical tone of his address as President of the 
American Economic Association. 

* American Economic Review, Dec. 1927, Vol. 17, pp. 645, 652, 654. 
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money ^ and of the “ present ” as an infinitesimal, ‘ he was able by 
virtue of his rigorous logic to perform a difficult mathematical 
feat — ^to avoid “ circularity ” in handling the neoclassical price 
problem by a procedure equivalent to simultaneous equations, 
even when the price problem is complicated by capitalisation and 
by production of new capital goods.^ An essential part of this 
achievement is his doctrine of reservation price applied to capital 
goods. 

Davenport’s great rigour of reasoning was at once a virtue and 
a vice. It led him on a fearless search for truth, with an un- 
willingness to compromise conviction that once cost him a 
temporary refusal of his doctorate. It made him intolerant both 
of all that smacked of intellectual chicanery among his colleagues 
and of the Marshallian type of mind with its ability to see many 
sides to a question and its disinclination to knit long chains of 
deductive reasoning into a single consistent theory. And although 
he absorbed enough of Pragmatism at Chicago to regard truth as 
relative to the individual (a natural extension of his individualism), 
he was unable to carry his rigorous reasoning outside of his own 
world of concepts and preconceptions, unable to grant the 
assumptions and definitions of others, even “ for the sake of the 
argument.” This inability blinded him to the contributions of 
others. He had no use for Cairncs’s non-competing groups, for 
ho assumed each group in a separate perfect market.^ He could 
comprehend a non-individualistic, organic conception of society 
only as a social organism or as a group mind.® And while main- 
taining a youthful vigour of intellectual interest to the last — an 
interest in modem trends in physics, biology and psychology — 
his understanding of psychological theory was closely limited to 
his own naive introspcctionism (in which he illogically resorted to 
the “ Marshallian ” James’s device of a “ metaphysical ego ”). 
Yet no one was more tolerant than Davenport of a logically 
held opposition, oven an opposition that he could not fully 
understand. 

Originally a lawyer, Davenport came late into the field of 
economics.® His legal training appears to have emphasised his 

* American Economic Review, March 1930, Vol. 20, pp. 9-19. Ho speaks of 
velocity as MV, not V. 

* Cf. Economics oj Enterprise, p. 174. 

* Economics of Enterprise, p. 111. 

* Quarterly Journal of Economics, Nov. 1925, Vol. 40, pp. 52-81. 

^ Economics of Enterprise, pp. 387 f!., n. 

* Davenport was graduated from Harvard Law School in 1886. He received 
his Ph.D. in economics at the University of Chicago in 1898. For the following 
three years he was Principal of the High School in Lincoln, Neb. 
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individualistic philosophy rather than produced a fruitful 
blending of law and economics. It also gave a peculiar twist to 
his version of the Socratic method of teaching, and afforded him 
a rich field in which to exercise his talent for apt and vivid 
illustrations of his points. 

Davenport’s true greatness as a teacher was enhanced by a 
personal charm that engendered warm affection, and by his 
appealing eccentricities. In emotions he had the childish sim- 
plicity of the Homeric gods — ^in frankness, in anger, in admiration 
for others. Believing with Veblcn that “ invention is the mother 
of necessity,” he was slow to adopt the use of telephone and auto. 
In his classes Davenport enjoyed the presence of men trained 
elsewhere, because he liked to make converts. As a teacher, he 
aimed to make students into disciples; and he succeeded as a 
teacher by failing of that aim. He leaves behind him few good 
Davenportians, but many who are the better for their training in 
rigorous thinking, many whom he has inspired with a love for the 
fearless pursuit of truth for its own sake. 

Mohris a. Copeland 

University of Michigan. 


Current Tones 

The following have been admitted to membership of the Royal 
Economic Society : — 


Anderson, C. A. 
Anderson, J. 

Ann, Ong S. 
Atkinson, L. 

Avasthi, K. S. 
Barnes, H. C. 
Britzius, 0. 

Broster, E. J. 
Chance, C. F. 
Charles, A. G. 

Chun, Y. S. Peh- 
Chwang. 

Contractor, E. A. 
Davy, R. L. 
Demarest, Mrs. F. J. 


Fcavc«aryear, A. E. 
Graham, H. 

Gupta, 1). N. 

Hee, S. Hong. 
Herbert, R. R. 
Jones, T. 

Jones, T. E. 
Jordan, V. 

Logan, Capt. A. 
Morgan, K. I. 
Lyell, H. P. J. 
Newell, E. 

Nicholls, K. F. B. 
Nuttall, C. E. 
Owtram, T. C. 


Paymaster, B. B. 
Peers, R. 

Pcrics, Miss S. 
Phillips, H. L. 
Phipps, I. R. 
Preston, S. 

Proctor, R. B. 
Rowsc, A. L. 

Smith, N. S. 
Thompson, S. M. B. 
Varma, R. P. 
Wadsworth, A. P. 
Walker, E. R. 
Warner, H. C. 
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The following have compounded for life membership of the 
Society : — 


Debenham, P, K. 
Gattamclata, F. 
Hotelling, Prof. H. 
Northcote, Capt. 0. S. I. 


Jlobertson, H. M. 
Sharp, G. M. 

Tien, Shu-Haiang. 
Wilson, J. R. 


The following have been admitted to Library membershii) of 
the Society : — 

Public Library of Cliarlcs University of Prague. 

Institut fiir Sozialforschung, Frankfurt University. 

China University, Peiping. 

Bibliotheek Centraal Kantoor Voor do Statistiek, Batavia. 


Professor Loria writes : — 

“ Carlo Cassola, Professor of the Science of Finance at the 
University of Naples, who died on the 28th May of this year, at 
the age of fifty-three, showed considerable talent in a series of 
writings very remarkable for learning and impartiality. His 
earliest book, on InduMrial Gombinalions (1905), contains an able 
criticism of the big industries. His interesting work on Advertis- 
ing from the Economic SUindpoint (1909) can bear comparison with 
the larger work of Mortaja on that subject. Excellent observations 
are to be found in his book On the Formation of Prices in Commerce, 
which followed a little later. But his most stimulating work is 
his Property and the Distribution of Wealth (1916), a triumphant 
refutation of the theory which derives the superiority of wealth 
from the superiority of natural abilities. In 1925 he published an 
excellent little book on Risk in Relation to the Organisation of 
Modem hidustry; and in 1930 he contributed to the volume 
celebrating the jubilee of Professor Camillo Supino a learned 
paper on ‘ Recent Financial Reforms in France.* Unhappily, 
the serious illness which had long threatened his life had prevented 
him from giving to the world that fundamental work which his 
friends and admirers expected from his high qualities of mind and 
indefatigable industry; and his scientific career remains as a 
fine promise of which the harshness of nature has prevented the 
complete fulfilment.” 


The Centenary Meeting of the British Association will be held 
in London from September 23 to 30. All particulars can be 
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obtained from the Seoietary, Burlington House, London, W. 1. 
The preliminary time-table for Section F is as follows : — 

September 24. — ^Mr. R. R. Enfield, “The World Wheat 
Situation.” Discussion on the Aims, Methods and 
Progress of Research into Management Problems (Chair- 
man ; Mr. B. S. Rowntree). Prof. J. H. Jones, “ Wages 
Prices, and Employment.” Discussion on Means of 
Co-operation between Industry and Educational Institu- 
tions in Promoting the Training of Managers (Chair- 
man : Viscount Leverhulme). 

September 25. — Prof. E. Cannan (Presidential Address), “ The 
Changed Outlook in Regard to Population, 1831-1931.” 

September 26. — ^Discussion on Population (Prof. J. S. Huxley, 
Prof. A. M. Carr Saunders, Dr. R. A. Fisher, Prof. L. T. 
Hogben, Mr. J. B. S. Haldane). 

Excursion to Welwyn Garden City. 

September 28. — ^Mr. J. Morris, “ Rationalisation and the 
Cotton Industry.” Discussion on the Rationalisation of 
Distribution (Chairman : Sir R. Waley Cohen). Mr. 
R. L. Hall, “ Difficulties of Wage Regulation in Australia.” 
Mr. R. G. D. Allen, “ On the Foundations of a Mathe- 
matical Theory of Exchange.” Discussion on Bridging 
the Gap between the Birth of an Idea and its Industrial 
Application (Chairman : Sir John Anderson). Dis- 
cussion on the Utility of Trade Barometers (Chairman : 
Prof. A. L. Bowlcy). 

September 29. — ^Mr. M. Dobb, “ Current Economic Theory and 
the Five-Year Plan in Russia.” Mr. J. W. F. Rowe, 
“ Artificial Control of Raw Material Supplies.” 

September 30. — Mr. Raymond Unwin, “ Town and County 
Planning.” 


The Second General Assembly of the International Union for 
the Scientific Investigation of Population Problems was held in 
London Juno 15-18th. Representatives from ten different national 
committees were present. Numerous contributions were read 
which will be published shortly. Colonel Sir Charles Close, 
K.B.E., F.R.S., was elected President, in succession to Prof. 
Raymond Pearl, and Captain Pitt-Rivers was appointed General 
Secretary. The Third General Assembly will be held in Germany 
in 1934. The Chairman of the American National Committee, 
Dr. Louis Dublin, announced that certain services in the United 
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States would be prepared to pay to the Union 5000 dollars a year 
for three years on the condition that a similar sum was presented 
to the Union by individuals or Institutions in other countries. This 
offer was gratefully accepted, and the hope was expressed that the 
requisite contributions would be forthcoming from other countries. 

The object of the Union is not only to assist and stimulate 
research in population problems, but also to supply a most useful 
and indeed necessary liaison between workers in different countries, 
and still more between the widely different spheres of scientific 
work concerned with the subject. The British Committee is most 
anxious to increase its membership. Those interested are invited 
to communicate with The Secretary, British Committee of the 
Population Union, 8 Ecclcston Square, S.W. 1. 

The following appointments have been made at the London 
School of Economics : — 

Mr. R. H. Tawncy to be Professor of Economic History. 

Miss E. E. Power to be Professor of Economic History. 

Mr. H. L. Beales to bo Reader in Economic History. 

Mr. M. M. Postam to bo Reader in Economic History. 

Mr. II. A. Shannon to bo Assistant in Economic History. 

Mr. C. S. Richards, M.Com. (Durham), Head of the Depart- 
ment of Economics and Economic History in the Natal University 
College for the last five years, has been appointed to the Chair of 
Commerce in the University of the Witwatersrand, Johannesburg. 

The following additional volumes have been published in the 
Series of Reprints of Scarce Tracts in Economic and Political 
Science ; — 

6. Labour's Wrongs and Labour's Remedy ; or. The Age of Might 
and the Age of Right. By J. F. Bray. (1839) 1931 ; 218 pp. 
Is. 6d. (Special price to members of the Royal Economic Society, 
5 ^.) 

7. A Critical Dissertation on the Nature, Measures, atid Causes 
of Value; chiefly in Reference to the Writings of Mr. Ricardo and his 
Followers. By Samuel Bailey. (1825) 1931 ; xxviii + 258 pp. 
Is. 6d. (Special price to members of the Royal Economic Society, 
6 «.) 

8. Lectures on Political Economy. By Mountifort Longfield. 
(1834) 1931 ; 12 + 268 pp. Is. 6d. (Special price to members 
of the Royal Economic Society, 5^.) 

No. 163. — VOL. XLI. L L 
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9. The Graphic Representation of the Laws of Supply and 
Demand, and other Essays on Political Economy, By Floeming 
Jenkin. (1887) 1931 ; 6 + 154 pp. 6^. (Special price to 

members of the Boyal Economic Society, 4s.) 

Members of the Royal Economic Society wishing to subscribe 
to any of these volumes on the special terms stated above should 
send their applications, with a remittance, to the Assistant 
Secretary, Royal Economic Society, 9 Adelphi Terrace, W.C. 2. 


Members are also reminded that Mr. Henry Higgs’ edition of 
Cantillon’s Essai sur la Nature du Commerce en general has just 
been published by the Royal Economic Society, and is obtainable 
by members at the special price of Is, 6d. post free (published 
price 155.). This volume comjirises (1) a reprint of Cantillon’s 
famous Essai sur la Nature du Commerce en general, in the form of 
an exact page-for-page transcript of the scarce original edition, 
with an English translation facing it by Mr. Higgs, incorporating 
where possible Postlethwayt’s English version of certain passages 
which may, perhaps, rcx)resent Cantillon’s original English text ; 
(2) Jevons’s article first calling the attention of modern readers to 
the importance of Cantillon’s work, and (3) an essay by Mr. Higgs 
on the Life and Work of Cantillon, incorporating his earlier 
contributions to this subject. The book has been finely printed 
for the Society by the Cambridge University Press, and is em- 
bellished with two full-page portraits in photogravure of Cantillon’s 
wife and daughter. It is bound in linen buckram . Its publication , 
at a price of Is. (^d. to members, represents a remarkable attempt 
at producing a finely printed edition of a classic at a very low 
price. It is hoped that members of the Society will take advantage 
of the opportunity and will send their subscriptions for it to the 
Assistant Secretary, Royal Economic Society, 9 Adelphi Terrace, 
London, W.C. 2. 



RECENT PERIODICALS AND NEW BOOKS 


Journal of the Royal Statistical Society, 

1931. Part II. A Statistical Analysis of Building Societies, J. 
Brace. The Social Survey of Merseysi^, D. C. Jones. Whole- 
sale Prices in 1930. 

1931. Part 111. The Forthcoming Census; a Discussion, S. P. 
Vivian (Rcgistrar-Cencral) and others. The Relative Importance 
of Export Trade, E. C. Snow. The American Census of Distribu- 
tim, 1930. 1. Douglas. 

Economica, 

May, 1931. The Paradox" of Saving, ¥, A, von IIayek. The 
Theory of Uncertainty and Profit, J. li, Hicks. 2^he Port of 
Kingston-upon-Hull during the Industrial Revolution, W. G. 
East. The Payment of Reparaiions, G, Walker. 

The Economic Record (Melbourne). 

May, 1931. Australian Monetary Policy. K. S. Isles. The Depres- 
sion in New Zealand, G. Lawn. Australian Capital Imports, 
1871-1930. li, Wilson. The Terms of Trade, 0. V. James. 
The Railway Situation in New Zealand. E. P. Neale. The 
Commonwealth Conciliation and Arbitration Act, 1930. G. 
Anderson. 

International Labour Review, 

May, 1931. The Present State of the Lignite Industry in the Various 
European Countries, (Ollicial.) An Experiment in the Manage- 
ment of Indian Labour, A. Howard. 

June, 1931. Same Aspects of Conditions of Employment in the Film 
Industry, A. Kohler. Italian Emigration and Colonisation 
Policy, A. Oblath. The Relation between Industrial Production 
and the Workers' Disposition to Performance in Certain ImporUint 
Branches of Imlustry. O. Lipmann. 

July, 1931. A Theory of Prices and Wages. J. Warming. Workers' 
Education in Belgium, M. T. Nisot. The Fourth Intermitioml 
Congress of Labour Statisticians, Index Nxtmbcrs of the Cost of 
Livingyand Retail Prices, 

Quarterly Journal of Econosnics, 

May, 1931. The Federal Reserve Act and Federal Reserve Policies. 
S. E. Harris. International and Domestic Commodities and the 
Theory of Prices. L. B. Zapoleon. The Comparative Fertility 
of the Native and the Foreign-born W omen in New York, h^diana and 
Michigan. J. J. Spenoler. Rural Co-operative Credit in China. 
W. H. M!allory. 


American Economic Review. 

June, 1931. The Content of Welfare. A. B. Wolfe. The Morris 
Plan. L. N. Robinson. Aspects of World War Debt Payments, 

ll2 
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J. L. Boswell. Gold Standard and South America, G. Subeb- 
OASEAUX. Productive Go-operation in the Moulders' Union, F. T. 
Stockton. Stock Dividend and the Exchange, A. C. Whitaker. 

Annals of the American Academy of Political and Socud Science. 

May, 1931. Organised Commodity Markets, Principles and Practices ; 
Special Markets ; Foreign Exchange Markets. By various authors. 
Zoning in the United States, The history, procedure, and eco- 
nomics of the zoning system. By various authors. 

Journal of Economic and Business History (Harvard). 

May, 1931. Ancient Athenian Mining. G. M. Calhoun. Genoese 
Trade in the late Twelfth Century, B. L. Reynolds. English 
Gold- and Silver-thread Monopolies, M. A. Abrams. A Typical 
Virginian Business Man of the Revolutionary Era, S. M. Ames. 
S, and M, Allen ; Brokerage, H. M. Larson. Business and the 
Sherman Law, C. F. Taeusch. 

Journal of Political Economy, 

April, 1931. The Economics of Exhaustible Resources, H. Hotelling. 
Professor Fisher's Interest Theory, F. H. Knight. The German- 
Polish Rye Agreement, K. Colegrove. Some Theoretical Aspects 
of Stock-market Speculation, H. R. Altschaeffer. Othmar 
Spann's Social Theories, B. Landheer. Measures of Average 
Elasticity of Demand. A, J. Niohol. 

June, 1931. The Place of Agriculture in British National Economy 
'prior to Adam Smith. S. J. Brandenburg. Silver — Some Fun- 
damentals. U. M. Bratter. The Canadian National Railumj 
versus the Canadian Pacific, L. T. Fournier. Savings, Invest- 
ment, and the Control of Business Cycles. C. 0. Hardy. A review 
of Mr. Keynes’ Treatise. 

Index (Stockholm). 

May, 1931. The World's Staples ; III. Coal, J. H. Jones. 

June, 1931. The World's Staples ; IV. Sugar. H. C. V, Geerligs. 

July, 1931. The World's Staples ; V. Wool, A. N. Shimmin. 

Skandinaviska Aktiebolaget (Stockholm). 

July, 1931. Disturbances in the World Economy owing to Relative 
Changes in Prices. G. Cassel. 

Revue d'Economie Politique. 

March-April, 1931. Le chdmage. A series of articles on the Euro- 
pean conditions. Le chdmage en Grande-Bretagne. F. 0. Benham. 
Le chdmage en AUemagne. E. Lederer. Le chdmage en France. 
C. Ricquenard. Un remkde monitaire d la crise mondiale du 
chJdmage. R. Eisler. L'aesurance-chdmage, cause du chdmage 
permanent. (Anon.) 

Journal des Economistes. 

April, 1931. L'accord douanier Austro-Allemand, E. P. Les risques 
du erddit de banque par I'analyse statique des bilans. M. Cabsow. 
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May, 1931. Le charigemeM du rigime en Es'pcufne. E. Paykn. La 
houille blanche, R. J. Pierre. Evolution hisloriqtie de la Etmtse 
de New York. M. Garson. 

June, 1931. La generalisation des deficits budgetaires. E. Payen. 
U Europe centrale et les prajeta d* Anschluss, R. J. Pierre. 

July, 1931. L'Angleterreetlacrise. C. d’Ohleans. 

Schmollcrs JaJirbucJi, 

April, 1931. Sombarts Drittes Reich, C. BurNKMAWN. Die Aus- 
breitung der Munzgeldwirtschaft und der Wirtschaftsstil im arch- 
dischen Oriechenland, F. HEicnELUEiM. Oartenstadthewegung, 
Stadtverwallung und Bodenreform, Lindemann. Das Wirt- 
schaftsleben der deutschen Btddte, Landhreise, und Landgemeinden. 
P. Schwarz. 

June, 1931. Tiber einige Leitsdtze zu einer Oeschichte der nationnl- 
dhmomischen Ijehrmeinurugen. R. Michels. Die Entwicklung 
des KapitaJUbegriffes und seine Beziehung zu Vennogen, Reichtum, 
und Einkommen, J. Neubatjbr. Wesen und Bedeutung der 
Qemischtudrtschaftlichen UrUerneJimung, K. Wiedenfeld. Wirt- 
schaftliche Grenzen der Sozialpolitik, E. Helander. GospU- 
schaftsmssenschaften und Soziologie, E. Carell. 

Zeitschrift fur Nationalokonomie. 

May, 1931. Irving Fisher's Theory of Interest. A. W. Maroets. A 
companion with the author’s earlier work, to the effect that the 
new formulation brings out better the monetary influences, and 
marks an important stage in the history of theory. Technical 
Progress as a Factor of Cost of Production. E. Schiff. A com- 
parison of the divergent opinions of Schmalenbach and Baade 
on the reckoning of a coefficient of depreciation as caused by 
innovations. Critical and Positive Observations on the Theory 
of Money. A. Biltmovic. A demonstration of price determination 
by the aid of six typical coiLstructions ; a general theory is reached 
by using numerical examples instead of algebraical methods. 
Gossen's Laws. J. Neubauer. A critical survey, together with 
an analysis of discussions in current economic literature, main- 
taining the importance of the laws. The Importance of the Mathe- 
malical Method for Political Economy. F. Kaufmann. Compares 
the fertility of this method in different sciences, and shows its 
heuristic importance in economics. (All these articles are in 
German.) 

WcHu'irtscluiftlichcs A rchiv. 

April, 1931. Wirtsckaftsverfassnng, Gcldverfassung, und Reparationen. 
Prof. Lukas starts from the view that the available supplies of 
gold and credit do not at present have their normal effects, in 
view of small elasticity in general prices and output. This fact 
leads to specially unfavourable results whore Reparations liave 
to be paid and received. On the basis of this analysis, the i)eriod 
of stabilisation is examined in relation to German economy. 
Der Kreislauf des Geldes. Dr. H. Neisser examines the con- 
ditions of velocity of circulation in the spheres of income and 
business, and shows how the demand for money is increased by 
discontinuities of sales and expenditure. From this point of view 
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E. CoRBiNO. The magnitude of the Wall Street crisis is largely 
attributable to the failure of the leading financial personalities in 
Now York to take corrective measures sufficiently early. The crisis 
has shown how close is the interdependence between economic con- 
ditions in Europe and the United States, and has destroyed the 
American illusion of being able to maintain prosperity in America 
irrespective of what was happening to Europe. “ In the struggle 
for world supremacy over the money market New York has lost a 
big battle, and, at least until it has reformed its stock exchange 
regulations, it must be content to recognise in London a saner 
sense of equilibrium and of appreciation of the real economic condi- 
tions prevailing in the world.** 

March, 1931. Conseguenze dei prestiti di Stato std mercato dd capitali, 
G. U. Papi. Le attribuzioni del Comiglio Nazionah ddle Corpora- 
zioni nel campo economico. G. Bassani. A description of the 
statutory functions of the National Council of Corporations in 
virtue of the Law of March 30, 1930 and of the Royal Decree 
of May 12, 1930. Ricordi della, vita c ddle opere di Giuseppe Praia, 
V. POREI. 

April, 1931. II quarto teorema di J, S. Mill sul capitate, S. E. db 
Ealco. a brief discussion of Mill’s i)ropo8ition that demand for 
commodities is not demand for labour. Le medie relative, P. 
Martinotti. a technical analysis of the use and significance of 
different types of relative averages or means. La riforma agraria 
in Romania, P. Tbrruzzt. The agrarian reforms have had 
important political and social advantages for Rumania — ^they have 
preserved the country from what appeared to be an inevitable 
communist revolution ; they have ruined the large Hungarian and 
Russian landowners who were determined opponents of Rumanian 
rule and have increased the importance of the Rumanian element ; 
they have raised the standard of life of the peasants and rendered 
them independent of the large landowners. But, on the other side, 
they have diminished the aggregate wealth of the country, and 
have impoverished its cultural life by destroying the rich upper 
class ; they have made the politicians supreme and have brought 
the maximum of corruption into public life. 

May, 1931 . Cicli di produzione cidi del credito ejluttuazioni industriali, 
M. Fanno. a lengthy and important article on the causes of the 
trade cycle, in the form of a chapter out of a book now in 
process of preparation. Professor Fanno finds the underlying 
causes of the recurrent trade cycle, firstly, in the fact that in a 
dynamic society disturbances of equilibrium are continually 
arising which lead to maladjustments as between production and 
consumption, investment and saving ; secondly, in the length of the 
period of production. The instability of credit is of enormous 
importance in influencing the amplitude of the trade cycle, but 
it is not itself the governing cause. The writer claims to have 
partially anticipated Mr. Keynes in a book published in 1912 (Le 
handle e il mercato monetario), in which Wicksell’s doctrine of the 
effects of divergences between the natural and the market rate of 
interest was linked up to the quantity equation, and the distinction 
between saving and investment was formulated. La legge di aosti- 
tuzione o di aurrogazione, ProfessorU. Ricci contends that what is 
commonly termed Marshall’s Principle of Substitution should more 
properly be attributed to the earlier Italian economist Ferrara, 
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whoso doctrine that the value of a commodity is determined by 
its cost of reproduction was based on the universal tendency to 
substitute the cheaper for the dearer commodity and the more 
efficient for the less efficient mode of production. Politica 
economica o finanza ? R. Fubini — G. F. Vella. A plea for a 
wider conception of the scope of public finance, to include the 
effects on the community of all burdens or changes imposed on it 
by State action to satisfy collective wants, in addition to taxes or 
fe^s levied. 

June, 1931. Considerazioni aui debiti della Germania e la bilancia 
dei pagamenti. A. Cabiatt. An interesting summary of the main 
facts relating to Germany’s balance of trade, import of capital 
and payments on reparation account from 1925 to 1930. The 
writer stresses the importance of the payment of reparations as a 
factor depressing the prices of manufactured articles in the world 
markets, and forcing up the rate of interest in the creditor as well as 
the debtor countries. Contribvlo alia storia dei prezzi in Sardegna 
tra la fine dd secolo XVIII e il principio del secolo XIX, A. 
Bernardino. Uindmiria moderna e la funzione del grossista, 
C. Pagni. 

La Riforma Sociale. 

Marcii-April, 1931. Keynes svlla moneUi. A. Lorta. A review 
article devoted to Mr. Keynes’s Treatise on Money. “ Despite 
all the criticism on individual points to which it can be subjected, 
it remains none the less a masterly intellectual obelisk, sculpted, 
it is true, with hieroglyphs and arabesques, of which some are 
bizarre and others hard to decipher, but adorned in every part with 
august and magnificent cliaracters and rearing its dazzling summit 
into the hyper-space of creative thought.’* La gestione delle 
ferrovie dello State nel 1029-1930, F. A. RiiPACi. Crisi economica, 
protezionismo ed alti salari, E. Giretti. Uespansione comyner- 
dale vista dal lato tribniario. G. dt Paolo. A brief discussion of 
recent Italian legislation dealing with the taxation of foreign 
branches and firms belonging to Italian companies. II mercato 
francese ddle accettazioni, E. Radaelt. In spite of all the financial 
advantages enjoyed by France in recent years, the total volume 
of French acce})tanccs is at present appreciably less than 3 milliard 
francs, or about one tenth of the corresponding English figure, and 
barely half the French totial before the War. The growth of 
French acceptance business is retarded by legislative restrictions, 
by the absence of specialised intermediaries, such as the accepting 
houses, merchant bankers and discount houses in London, and by 
the lack of a free and open discount market. 

May-June, 1931. Ilneo-protezionismodelPROY.KEYiiiss. A.Cabtatt. 
A criticism of Mr. Keynes’s proposal for a revenue tariff. 
Effetti delle fiuttuazioni nel potere d'acqiiisto delVoro sulla vita 
econoviica delle mzioni, R. Bacciii. Sindicati e coopera zione. 
B. Riquzzi. La politica finanziaria ed economica durante il 
governo di Francesco Crispi, G. Carano-Donvito. Spirito di 
risparmio e depressione economica, G. Sacerdote-Iachia. 

De Economist (Haarlem). 

April, 1931. Over den aantuas van bevolkingen — Duitschland en 
Nederland. F. W. *T Hooft. Having regard to the infiuence of 
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Buch causes as emigration, increasing longevity, etc., the writer 
emphasises the importance of the ago distribution in interpreting 
population statistics. Comparison should be made, not with a 
chance distribution, but with an “ideal “population. Various 
methods of doing this are considered, and the results are applied to 
tiio question of determining what part of the increase of popula- 
tion is due to the lengthening of life, and what part to the excess 
of births. The conclusion is that the increase of population is due 
primarily to the prolongation of life. The influence of prosperity 
and adversity on the birth-rate is considered with special reference 
to the recent history of Germany, and it is argued that there is an 
automatic and immediate adaptation of births to economic condi- 
tions. Eenige gagevena omtrent de antwikkeling van de industrieele 
structuur in de Vereenigde Staten van Noord-Amerika na 1900. III. 
P. Lieftinck. a further instalment relating to economic condi- 
tions in the U.S.A., dealing with the process of concentration in 
Industry. The article discusses the position in leather, shoe- 
making, salt, beet-sugar, coke, petroleum, rubber, meat-packing, 
milling, shipbuilding. A comparison is made as between industries 
in which, between 1914 and 1925, the average number of workers 
per industrial unit has more than doubled, and those in which there 
has been the greatest diminution, also those in which the number 
employed per unit has been greatest. Psychisch inkomen en 
Psychisch vermogen. HI. J. Van jjer Wijk. The conclusion 
of the niatlicmatical discussion on distribution of income. 

May, 1931. Ilet goudvraagstuk. C. A. Vmrrtjn Stuart. A memor- 
andum on the gold question for the Gold 13c legation of the Financial 
Committee of the League of Nations. De criaistheorie van den heer 
8. de Wolff. A. Baars. A criticism of a Marxian theory of crises 
advanced by Mr. do Wolff, to which attention lias recently been 
drawn by his admission as jjrivat-docent in Amsterdam. 

June, 1931. De Econornische Struclmir cmer Socialislische Volk- 
shuishouding. G. Morueau, There is to-day a change in the lino 
of criticism directed against Socialism. In place of criticisms of 
the system of Marx, it is argued that Socialism will necessarily lead 
to a diminution of economic well-being, and in particidar that the 
absence of the mechanism of price-formation will dcxirivc produc- 
tion of direction and control. The writer refers in particular to 
the works of Mises, Brutzkiis, and Ualm, and argues that these 
authorities overstress this argument in their criticism of Socialism, 
and that, in fact, apart from the “ motive of gain “ operating by 
and through changes in prices. Socialism would not bo without a 
method of directing production. (This is the first instalment of a 
posthumous article by Mr, Morreau.) Die Enlwicklung der Sowjet- 
wirtschaft zum Vollsozialiamus. Boris Brutzkus. A discussion 
(in German) of the Five-Year Plan. The attitude towards the Five- 
Year I^lan has recently changed in foreign countries, duo partly to 
increase in Ilussican foreign trade, and partly to tho depression 
experienced in capitalist countries. Tho writer emphasises the 
decline in quality in every direction in agriculture, industry, and 
capital construction. Eussia, as in the time of war communism, has 
reached a position in which prices cease to fulfil their function. 
After two and a half years of the Five-Year Plan, it has arrived at 
a market-less and money-less economy. The workers are much 
worse off than before the inauguration of the “ Plan.” Statements 
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to the contrary rest on a statistical error. Though wages may be 
nominally higher, the workers are rationed and the goods are not 
available. The defects admitted by Soviet leaders (in passages 
quoted in this article) are the defects of a socialist system in which 
goods are sent about the country, not according to the demand 
of the market, but according to a plan elaborated a priori. The 
question of the success or failure of the Five-Year Plan resolves 
itself into that of the possibility or impossibility of a market- 
less and raoney-less (i.e. a completely socialist) economy. De 
Uitgifte der Zuiderzeegronden. A. A. ter Laau. A further article 
on the disposal of the lands recovered from the Zuider Zee, arguing 
for their retention by the State. Professor Bordewijk re])lics. 


NEW BOOKS 

British. 

Batt (F. R.). The Law of Negotiable Instruments. Longmans, 
Green. 7^". Pp. 156. 5^. 

Beach (T.) and Carpenter (G. F.). Introduction to Business 
Economics. Routledgc. 7;^". Pp. 210. 3^. Grf. 

Bland (F. A.). Budget Control; an introduction to the financial 
system of Now South Wales. Sydney : Angus and Robertson (London: 
Australian Book Co.). 7J". Pp. 157. 3«. 

Bonar (J.). The Tables Turned. xMacmillan. SJ". Pp. 136. 
75 . U. 

Burns (C. 1).). Modern Civilisation on Trial. Allen and Unwin. 
8i". Pp. 29(5. 105 . U. 

Carvalifo (li. N.). The Manufacturing Industries of the British 
]!]inj)ire Overseas. Part IV : New Zealand. Erlangers Ltd. 13". 
Pp.48. 25.Cr;. 

Ciiydenius (A.). The National Gain. Translated from the 
Swedish original published in 1765, with an introduction by G. Schau- 
man. Ernest Bonn. 8". Pp. 92. 55. 

CoiiKxV (J. L.) and Ring (A.). Tlic Mortgage Bank, a study in 
investment banking. Pitman. 8J". Pp. 268. IO5. (Sd, 

Copland (D. B.). The Australian Economy : simple economic 
studies. Sydney : Angus and Robertson (London : Australian Book 
Co.). 7i". Pp. 97. 25 . 6d. 

EiNZia (P.). The World Economic Crisis, 1929-31. Macmillan. 
8J". Pp. 165. 75. 6d. 

Goodfellow (D. M.). a Mwlcrii Economic History of South 
Africa. Routlcdge. 8J". Pp. 207. IO5. Orf. 

Gow (W.). Marino Insurance : a handbook. 5th cd., revised by 
I). Kino-Paoe, with a chapter on war risks by F. H. Carey. Mac- 
millan. 7|". Pp. 484. 85. Gd. 

Gray (A.). The Development of Economic Doctrine : an intro- 
ductory survey. Longmans, Green. 7i". Pp. 384. 05. 

Henderson (F.). The Economic Consequences of Power IVoduc- 
tion. Allen and Unwin. 7|". Pp. 220. 65. 



514 


THE ECONOMIC JOURNAL 


[sept. 


Lipson (E.). Tho Economic History of England, Vols. II and III : 
The Age of Mercantilism. A. and C. Black. 2 vols. 30s. 

London School of Economics. A London Bibliography of the 
Social Sciences. Being tho subject catalogue of the British Library 
of Political and Economic Science at the School of Economics, the 
Goldsmiths’ Library of Economic Literature at tho University of 
London, the libraries of the Royal Statistical Society and the Royal 
Anthropological Institute, and certain special collections at University 
College, London, and elsewhere. Compiled under the direction of 
B. M. Headtcar and C. Fuller, with an introduction by Sidney Webb 
(Lord Passfield). London School of Economics. 10". Vol I, 
A-F ; Vol. II, G-0. Price complete in 4 vols., £6 6s. paper covers, 
£7 7s., buckram, £8 8s. morocco. 

Miller (Sir J. O.). Politicians, Financiers, and Currency. P. S. 
King. 7J". Pp. 112. 2s, Qd. 

Mackay (A. L. G.). The Australian Banking and Credit System. 
P. S. King. 8i". Pp. 255. 12s. (W. 

Milner (F.). Economic Evolution in England. Macmillan. 7}". 
Pp. 451. 6s. 6d. 

Mukherjee (B. B.). An Economic and Commercial Geography of 
India. Calcutta and London : Thacker & Co. 8^". Pp. 168. 6s. 2d. 

Peddie (iT. T.). The Dual System of Stabilisation. 2nd ed. 
Macmillan. 8^'. Pp. 250. 15s. 

Roberts (D. W.). An Outline of the Economic History of England. 
Longmans, Green. 8". Pp. 304. 4s. 

Robbins (J. E,). Hydro-electric Development in tho British 
Empire. Toronto : Macmillan Co. of Canada. 7J". Pp. 143. 31*25. 

Roberts (F.). Guide to Industrial and Social Legislation, with 
special reference to tho Local Government Service. Gee & Co, 8i". 
Pp. 318. lOs. 6d. 

RowiiEY (F. W.). The Industrial Situation in Now Zealand. 
Wellington : Harry H. Tombs, Ltd. 8|". Pp! 178. 

Shann (E. O. G.) and Copland (D. B.). Tho Crisis in Australian 
Finance, 1929 to 1931. Documents on budgetary and economic policy. 
Sydney ; Angus and Robertson (London : Australian Book Co.). 7J". 
Pp.201. 55. 

Smith (H. A.). The Economic Uses of International Rivers. P. S. 
King. 8^". Pp. 224. IO5. 6d. 

Statistical Contributions to Canadian Economic History. Vol. I : 
Statistics of Banking, by C. A. Curtis. Vol. II : Statistics of Foreign 
’frade, by K. W. Taylor ; Statistics of Price, by H. Michcll. Toronto : 
Macmillan Co. of Canada. 12J". 2 vols. JIO. 

Thomas (S. E.). British Banks and Agriculture. London General 
Press. 8i". Pp. 47. 25. 6d. 

Wadsworth (A. P.) and Mann (J. de L.). The Cotton Trade and 
Industrial Lancashire, 1 600-1 7 80. Manchester University Press. 81". 
Pp. 539. 255. 

Winder (G. H.) and MacPherson (C.). The Delusion of Protec- 
tion : a plea for tarifE reform. Sydney : Angus and Robertson 
(London : Australian Book Co.). 7^", Pp. 168. 45. 6d. 

Woods (H. M.) and Russell (W. T.). An Introduction to Medical 
Statistics. P. S. King. 7J". P^. 125. la. 6d. 
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American. 

Barbett (D. C.). Tho Greenbacks and Resumption of Specie 
Payments, 1862-79. (Harvard Economic Studies, 36.) Oxford Univer- 
sity Press. 8i". 1^. 269. 12s. 6d. 

Blanohard (W. 0.) and Visiier (S. S.). Economic Geography of 
Europe. Now York and London : McGraw-Hill. 9". Pp. 507, map. 
17s. 6d. 

Bowen (E.). An Hypothesis of Population Growth. Columbia 
Univ. Press. (London : P. S. King). 8J". Pp. 238. 15s. 

Brown (H. G.). Economic Science and the Common Welfare. 
6th ed. Columbia ; Lucas Brothers. 8J". Pp. 472. 

Clark (J. D.). The Federal Trust Policy. Johns Hoi)kins Press 
(London : H. Milford). 8J". Pp. 305. 12s. 6d. 

Cole (C. W.). French Mercantilist Doctrines before Colbert. 
New York: Richard R. Smith, Inc. 7J". Pp. 243. J2.50. 

Ely (R. T.). Hard Times — the way in and the way out. Mac- 
millan. 7J". Pp. 193.' 7s. 6d. 

Hirst (F. W.). Wall Street and Lombard Street : the stock ex- 
change slump of 1929 and the trade depression of 1930. Macmillan. 
7i". Pp. 180. 8s. 6d. 

National Bureau of Economic liesearch : International Migrations. 
Vol. II : Interpretations. By a group of scholars in different countries. 
Edited by W. F. WiLLCox. New York. 9". Pp. 715. $7. 

Sharfman (I. L,). Tho Interstate Commerce Commission : a 
study in administrative law and procedure. Part One. New York : 
The Commonwealth Fund. 9J". Pp. 317. $3.50. 

Stewart (B. M.) and others. Unemployment Benefits in the United 
States : tho plans and their setting. New York : Industrial Relations 
Counselors Inc. 9''. Pp, 727. 

Stocking (G. W.). The Potash Industry : a study in State con- 
trol. New York: R.R. Smith. Pp. 343. $3. 

French. 

Brocard (L.). Principcs d’cconomie nationale ct internationalc. 
Tome III. Paris: Sirey. 9". 543 pp. 

Dictionnairc de sociologie, familialc, politique, <f‘Conomique, spiri- 
tuellc, gentSrale. Public sous la direction de T. Main age. Fasc. I. 
Paris : Letouzey, Hi". * Pp. 255. 30 /r. 

Graziadei (A.). La rente et la propriety do la terre. Paris : 
Riviere. 9". Pp. xxi + 147. 20 /r. 

Heilperin (M. a.). Le probleme monetairo d’apres-giierre ct sa 
solution en Pologne, en Autrichc, ct en Tch^coslovaquie. Paris : 
Sirey. OJ". Pp. xvii + 303. 


German. 

Eulenburg (F.). Phantasie und Wille des wirtschaftenden Men- 
schen. Tubingen: Mohr. 9i". Pp. 48. 1.80 

Hantos (E.). Mitteleuropaische Kartelle im Dienste des indus- 
triellen Zusammenschlusses. -Berlin : Organisation Vcrlagsgcsell- 
schaft. 9". Pp. 86. 



616 


THE EOONOMIO JOURNAL 


[sept. 


Harms (B.). (Ed.). Kapital und Kapitalismus. Vorlesungen 
gehalten in der Deutschen Vcreinigung fur Staatswissenschaftliche 
Forfcbildung. Berlin : Reimar Robbing. 10". 2 vols. 25 m, 

Landauer (C.). Planwirtschaft und Verkehrswirtschaft. Munich 
und Leipzig : Duncker and Humblot. 9J". Pp. 223. 

Lederkr (E.). Technischer Fortschrift und Arbeitslosigkeit. 
Tubingen : Mohr. 8^". Pp. 126. 5 m. 

Lederer (E.).Wirkungen dcs Lohnabbaus. Ein Vortrag. Tubin- 
gen : Mohr. 9". Pp. 32. 1 m. 

Lotz (W.). Finanzwisscnschaft. Zwcite umgearbeiteto Auilage. 
5 Liefcrung. Tubingen : Mohr. 10". Pp. 641-500. Subskription- 
preis 7 m. 

Mises (L.). Die Ursachcn der Wirtschaftskrise. Tubingen : 
Mohr. 9i". Pp. 34. 1.80 m. 

SiEBER (E. H.). Objekt und Betrachtungswcisc der Betriobswirt- 
schaftslehre. Leipzig : A. Dcichcrtscheii Verlagsbuchhandlung. 9J". 
Pp. 160. 9 m. 

Italian. 

d’Albbrgo (E.). La crisi dell’ imposta personale siil reddito, la 
riforma dell’ imposta nel Belgio. Cedam : Dott. A. Milani. 10". 
Pp. 165. 20 1. 

De’ Stefant (A.). La dcflazione finanziaria nel mondo. ]\Iilan : 
Fratclli Treves. 8". Pp. 348. 20 L 

DB Falco (S.). Le teorie economiche di J. S. Mill. Napoli. 
Pp. 116. 15 Z. 

Fenoqlio (6.). Corso di storia delle dottrine economiche. 
(Medio evo). Torino. Pp. 204. 60 L 

Kofreinig. Kisparmiatori e lauche. Pp. 32. 3 1. 

Mortara (G.), Prospettive economiche. Uiidiccsiraa edizione, 
1931. Milan: Universita Bocconi. 10". Pp. 500, 50/. 

Onida (P.). Costituzione ed emissioni finanziaric nolle imprese di 
societa per azioni. Documenti -note---commenti. Milan: Industrie 
Grafichc Italiane Stucchi. SJ". Pp. 207. 25 /. 

Onida (P.). I " finanziamenti ’’ iniziali d* impresa, le emissioni di 
azioni c di obbligazioui. Milan : Industrie Gratichc Italiane Stuechi. 
10". Pp.435. 60/. 

Begio Lstituto Superiorc di Scienze Economiche e Commcrciali, 
Torino. In onorc e ricordo di Giuseppe Prato, saggi di storia e teoria 
economica. Torino. 1931. 10". Pp. xliv + 675. 

Official. 

League of Nations. Economic and Financial Section. 

A scheme for an economic advisory organisation in India. 
Report by Sir Arthur Salter to the Government of India : with 
three appendices. Geneva. (London : Allen and Unwin.) 10". 
Pp. 92. Sd. 

International Conference for the Unification of Laws on Bills of 
Exchange, Promissory Notes and Cheques. (2nd Session.) 
Geneva. (London: Allen and Unwin.) 13". Pp. 41. 2s. 



1931] 


REGENT PERIODICALS AND NEW BOOKS 


517 


Memorandum on International Trade and Balances of Payments, 
1 927-29. Vol. II : Balances of International Payments. Geneva. 
(London : Allen and Unwin.) lOJ". Pp. 215. 6^. 

Proceedings of the Second International Conference, with 
a view to concerted economic action. (1st Session.) Held at 
Geneva Nov. 17th to 28th, 1930. Geneva. (London : Allen and 
Unwin.) 13". Pp. 263. 10«. 

Selected Documents on the Distribution of Gold, submitted to 
the Gold Delegation of the Financial Committee. Geneva. 
(London : Allen and Unwin.) 10". Pp. 67. 2^. 

Statistical Year-book, 1930-31. 7s. 6d. 

U.K. Ministry of Labour. 

The London Advisory Council for Juvenile Employment. 7tli 
Annual Report, 1930. H.M.S.O. 9|". Pii. 32. Gd. 

U.K. Permanent Consultative Committee on Official Statistics. 
Guide to current official statistics of the United Kingdom. Vol. 
9.1930. H.M.S.O. 9i". Pp. 319. Is. 

U.S.A. Bureau of Labour Statistics. 

Bulletin 538. International Association of Public Employment 
Services. 17th Amiual Meeting, Philadelphia, 1929. 18th An- 
nual Meeting, Toronto, Canada, 1930, 9J". Pp. 212. 35 cte. 




THE ECONOMIC JOURNAL 

DECEMBER, 1931 

THE CHANGED OUTLOOK IN REGARD TO POPULATION. 

1831-1931 1 

Times change, and economic theories change with them. Wo 
need no longer be ashamed of the fact, as wo were inclined 
to be in the old days, when oiir colleagues in other Sections of the 
Association professed to despise us for disagreeing among our- 
selves and perpetually overthrowing conclusions arrived at by 
our predecessors. We hear less now of the certainty and finality 
of the other sciences, and can face their exponents unabashed, 
confident that theories may bo useful for leading us on towards 
the truth without being-immutable and exempt from revision. 

I think that the biggest change made in economic theory dur- 
ing the last hundred years is to be found in the treatment of the 
subject of Population. In 1831, Malthus was still alive, and 
quite unrepentant for the shock he had given the public thirty- 
three years earlier by his Essay on the Principle of Population as it 
affects the future Improvement of Society, No one, it is true, any 
longer attached much importance to his doctrijio of the inherent 
incompatibility of the ratios in which it was possible for population 
and food to increase, but the disfavour with which he regarded 
what he considered the natural tendency of population to increase 
was shared by most of the economists of the orthodox school, who 
had adopted the theory of diminishing returns to agriculture which 
was evolved in England from the local conditions of tlie very 
“ short period ” of the Napoleonic war. 

That theory, not as now taught in a form which makes it 
innocuous, but as taught in the early years of the nineteenth 
century, purported, to show that the natural limitation of fertile 
and well-situated land must necessarily mean that the more 
numerous the people, the more difliicult it must be for them to 
feed themselves. It was admitted that there were counteract- 
ing circumstances, summed up as “ the progress of civilisation,” 
which, in fact, had throughout history prevented the growing 
population of the civilised world from actually finding it more 

^ Prosidontial addross before Soction F of tho Ilritish Association, London, 
1931. 


No. 164. — VOL. XLI. 


MM 



520 THE BCONOMIO JOURNAL [DEC. 

difficult to feed iteelf, but these circumstances were regarded as 
making only temporary headway against the general tendency, 
and not, like it, as being a law of nature. J. S. Mill, in his Prin- 
cipks of Political Economy with some of their Applications to Social 
Philosophy, which, though not made into a book until soventoen 
years after, was really thought out before 1831, and represents 
the ideas of 1800 to 1830 better than any other work, even ven- 
tured to assert that though the peoide of liis time wore bettor off 
than the people of a thousand years before, they would have been 
still better off if the increase of population had been less. 

The economic history of the hundred years, has tended to bring 
about a very complete reversal of economists’ view of this matter. 

The hundred years began with developments which threw 
great discredit on the fundamental assumption of the old school 
that the extension of human occupation of land necessarily meant 
that less fertile and less well-situated land must be occupied as 
numbers grew. It was easy for men who saw arable cultivation 
creeping over barren hills in England and Stony “ bogs ” in Ireland 
to believe in that theory when Chicago was a collection of Indian 
huts, and Broadway, New York, a rougli cart-track to a farm, but 
the application of steam to ships and railways enabled mankind 
to extend easily over an immense area of land more fertile than 
much of what was occupied before. And as for situation, not only 
did the improvement in transport, coupled with the violations of 
natural geography involved in the cutting of the great ship canals, 
bring the “ more distant ” lands nearer tlic “ market,” it also 
eventually brought ” the market ” to the “ more distant ” lands. 

So we no longer think of the first cradle of the liuman race (or 
the first cradles of the human races if there are more than one) as 
the most fertile jind well-situated spot (or spots) from which men 
have gradually been forced outwiirds. You probably all know 
the opinion of the British Array in Mesopotamia, expressed by the 
sergeant who was told by an officer that he was now on the very 
site of the Garden of Eden : “ Well, Sir, all I can say is that if this 
was the Garden of Eden it’s no wonder the twelve apostles 
mutinied.” Though the sergeant was evidently not a well-read 
man, the change of view had reached oven him. 

In the later part of the hundred years scientific discovery in 
various directions has led to a complete change of emphasis in 
regard to the importance of what the old economists used to call 
“ improvements.” The old economists thought of hedges and 
ditches, drains, and a few other trifies of that kind which would 
enable corn to be more easily produced from European fields, and 
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just a little of bettor breeding of cattle and sheep. These wore things 
which might, they believed, interrupt for a time, now and then, 
the general downward drift of the returns to cagricultiiral industry, 
but could not do more than that. Modern science has changed our 
outlook. We set no bounds to the possibilities of improveinent. 
Wo expect to make unwholosonie areas healthy, and to modify 
vegetable as well as animal jiroducts so that tliey will bettor serve 
our needs. Primitive mankind presumably fought and killed 
some of the now extinct carnivora; advanced mankind lights and 
will kill the k)custs and the snicaller insects which have hitherto 
])rcvcntcd much use being made of some of the most fertile areas 
of the world. We smile now at the suggestion made in 1808 from 
the Presidential chair of the Association, that it would soon 
become very diflicult to increase much further the ju-oduction of 
wheat. 

Tims, even if we still cxjiccted i)opuhition to increase very 
rapidly, wo should not believe, as J. S. Mill did, that it “ every- 
where treads close on the lu^els of Jigricultural improvement, and 
effaces its elTects as fast as they are i)roduccd (Principles, Bk. IV.. 
ell. iii. § 5). But in fact, Cotter Morison’s cry, made only a 
generation ago, tliat all woidd bo well if only we could stop for a- 
few years “ the devastating torrent of babies ” would seem 
grot«iS(pio to-day, for \^’0 do not now expect rapid increase o£ 
population to continue much longer, even if it becomes pro- 
gressively easier to obtain subsistence. 

"I'he ap[)roach of reduction in the rate of growth of population 
began to show itself in Kngland in the second half of the 1871-80 
decade, when the annual number of births became nearly station- 
ary after the rapid increase recorded down to 1876. But the 
public takers little notice of the supply of people furnished by the 
births. Just in the wooden way in which illiterate farmers and 
unbusinesslike old ladies look at their balances at the bank, so the 
public looks at the censuses. The census of 1881 showed an 
increase of 14-36 p<T cent, in the decade, which was higher than 
that shown by any of the censuses except those of 1821 and 1831, 
which were probably unduly swollen by the diminishing incom- 
pleteness of the enumerations. In 1881-91, in spite of high 
emigration, the rate of increase di’opped only to 11-65 per cent., 
so rapid increase of population was still regarded as the normal 
thing which everyone should expect. The Boyal Commission on 
the Water Supply of the Metropolis in 1893 deliberately rejected 
the reasonable suggestion that the rate of increase in Greater 
London might continue to fall as it had already begun to do, and 
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relying on a continuance of observed increase, estimated the 
probable population in the present year, 1931, at two and three- 
quarter millions more than the recent census has shown it to be. 

But I had noticed that the old rapid increase in the annual 
number of bii*ths seemed to have come to an end, and working on 
the ages of the people as recorded in successive censuses, I put 
before Section ¥ of the Association at its meeting in Ipswich 
in 1895, a paper (subsequently published in the Economic 
Journal for December in that year) in which I estimated the 
number of persons who would be living at each census up to that 
of 1951 on the assumptions that migration, mortality, and, not 
the rate, but the absolute number of births remained stationary. 
I found that on these hypotheses tlic population of England and 
Wales would stop increasing during the present century, and 
would have only a trifling increase after 1941. The jiaper sug- 
gested that this was, at any rate, not improbable. 

Hostile critics derided what they called my “ prophecy,’' and 
for some time events were unfavourable to mo. Emigration fell 
off enormously, mortality decreased, and the births increased 
slightly, so that the census of 1901 showed an increase of 12*17 
per cent, in the decade, the absolute increase of three and a half 
millions being the largest recorded. But the situation was not 
fundamentally altered, since the increase of births was due entirely 
to the drop in emigration, which had caused a larger proportion 
of persons of parental age to remain in the country. At the 
1901 Meeting of the British Association and in the Fortnighth/ 
Review of March 1902, I returned to the charge with a paper 
on the “ lleccnt Decline of Natality in Great Britain,” in 
which, using a method of weighting the annual numbers of 
marriages by their proximity to the births recorded for each year — 
a method which seems to have been beneath the notice of the 
mathematical statisticians of that ])eriod — I was able to show, 1 
think conclusively, that the number of children resulting from 
each marriage was falling steadily and ra])idly, and insisted with 
more emphasis than before on the “ considerable probability of the 
disappearance of the natural increase of population — the excess of 
births over deaths — in Great Britain within the present century.” 

The decade 1901-11 w'as indecisive; the ratio of increase was 
smaller than in any of its ten predecessors, but the absolute 
amount of increase just topped that of 1891-1901 , and the number 
of births till 1908 or 1909 seemed to indicate some recovery of 
natality. But this was illusory. Even before the War the births 
had got down again to the level of 1876. The War sent them 
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tumbling down to about three-quarters of that number, and now, 
after a wild but very short-lived recovery when the Army returned 
from abroad, they seem inclined to settle at the War figure — 
three-quarters of the number attained more than fifty years ago, 
when the total population was twenty-six millions instead of forty 
millions, as it is now. The ratio of births, legitimate and illegiti- 
mate, to my weighted figure of marriages which was just over 

fifty years ago, fell gradually and steadily to 3J before the 
\Var caused it to colla}3se. (See the Appendix.) 

It was commonly supposed by many of those to whom per- 
centages serve rather to hide than to expose the facts on which 
they are based, that the diminution of births was being counter- 
balanced by the decline of infant mortality. It is true, of course, 
that diminution of infant mortality mitigates the effect of decline 
of natality, but the degree in which it can do so obviously decreases 
as the rate of infant mortality falls. When that rate is 600 per 
thousand, as it probably was here in the reign of Queen Anne, 
and may bo still in great parts of Africa, a cutting down of births 
by 26 per cent, can be counteracted completely by a drop of 
one-third in the infantile mortality rate. But when the infant 
mortality rate is down to 100 per thousand, it would have to fall 
to nothing at M in order to counteract a decline of only 10 per 
cent, in the number of births. In fact, the rate has fallen in 
England and Wales from about 140 to about 70 in the fifty years 
from 1881, and this drop to omj-half only balances about one-fifth 
of the decline in the number of births. 

Though there were eminent dissentients only a few years ago, 
statisticians are now agreed that in the absence of some great and 
unexpected change, the increase of population in England and 
Wales will come to an end at a veiy early date. Even the lay 
public has been to some extent enlightened and rather shocked by 
the recent census announcements tliat the population of Scotland 
has actually decreased in the ten years, and that of England and 
Wales has increased only 2,001,000, as against 3,643,000 in the ten 
years from 11)01-11, though the emigrants have been 324,000 less. 

I'he same change is observable in Some degree in other Western 
European countries and our own oversea offshoots. The cau*se of 
it — birth control — will doubtless in time affect the rest of the 
world, so that while we may expect considerable increase — even 
an increase much more rapid than at present, owing to decrease of 
huge infant mortality — ^to take place among the more backward 
peoples for another half-century at least, there is no reason wliat- 
ever for expecting the population of the world to “ tread close on 
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the heels of subsistence ” in the future, even if it may bo correctly 
regarded as having done so in the past. 

This change in our expectations involves many changes of 
emphasis, both in the theory of production and in that of dis- 
tribution. 

Two of them are perfectly obvious. First, the need, which 
J. S. Mill and most of his contemporaries and immediate pre- 
decessors felt so strongly, for insisting on the due restriction of 
])opulation, has completely disappeared in thc5 Western countries. 
Economists do not now require to talk as if the first duty of men 
and women was to refrain from propagating their race. Secondly, 
the need for insisting on the desirability of saving has become less 
pressing. A rapidty increasing population requires a rapidly 
increasing number of tools, machines, ships, houses, and other 
articles of material equipment in order nuTOly to maintain without 
improving its economic condition, while at the same time the 
maintenance of a larger proportion of children renders it more 
difficult to make the required additions. To a stationary popula- 
tion saving will still bo desirable for the improvement of conditions, 
but it need no longer be insisted on as necessary for the mere 
maintenance of the existing standard. 

Eut there are other changes of equal importance Avhich are 
more likely to be overlooked. One is in regard to the weight 
which we attach to the different kinds of iiroduction. In the 
middle of the eighteenth century, “ suljsistence/’ and Avhat we 
should consider a very coarse and inadequate subsistence 
probably seriously deficient in vitamins, ay)poar(Kl so mucli the 
most important economic good that the I^Ycnch tcoiiojnistes 
insisted on calling all labour which did not get something out of 
the soil filmle or barren; and our own Adam Smith, witli all liis 
common s(mse, while admitting the manufacturing (;lass into tlio 
ranks of ‘‘ productive ” labourers, insisted on (excluding domestic 
servants, physicians, guardians of law and order, and all other 
workers who did not make up material objects, or wlio wxu'e not 
employed for profit (he never was quite sure wJiich criterion he 
meant to stand by). The great Christian philosopher, Paloy, 
believed that nothing more than a “ healthy subsistence ” was 
required for yKjrfect happiness. Even Malthus and his immediate 
disciples, when tliey insisted on the desirability of the working- 
class liaving a high standard of comfort, seem to liave done so more 
because tliis would prevent the “ misery ’’ of semi-starvation for 
adults and absolute starvation for infants than because there is 
a direct advantage in being comfortable. Ricardo said “ the 
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friends of humanity cannot but wish that in all countries the 
labouring classes should have a taste forcomforts andenjoyments,” 
not apparently because comforts and enjoyments are good in 
themselves, but because “ there cannot bo Ji better security against 
a superabundant population,” the population being superabundant , 
in his opinion, when it is subject to famine. 

All this emphasis on food is now out of date. We no longer 
look forward to a future in which an increasing population will be 
forced by the operation of the law of diminishing returns to devote 
a larger and ever larger proportion of its whole labour force to the 
jHoduction of food. We know that even in the past, with a rai)idly 
increasing population, the returns to agricultural industry have 
increased so much that civilised mankind has been able to feed 
itself better and better, while giving a smaller .and ever smaller 
proportion of its whole labour force to the production of bare 
subsistence ; .and we can re.ason.ably expect that the increase in 
the productiveness of agricultural industrj'^ will bo at least as great 
in the future, so that under the combined influence of the “ narrow' 
capacity of the individual human stomach ” and the stationary 
number of stomachs, not only a smaller and over smaller propor- 
tion, but a smaller and smaller absolute number of workers will 
bo able to raise food for the whole. 

Even the politicians, who for the most part follow the econo- 
mists with a sixty or seventy years’ lag, are beginning to realise 
the change, and are losing their enthusiasm for schemes for 
“ settling more peoido on the land,” either in colonics or at home, 
and thereby increasing the already excessive depreciation c^f agri- 
cultural comp.ar('d with manufactured products. The numerous 
subsidies wiiiiii they still give to agriculture .are mostly of an 
eleemosynary characjtcr intended to relieve distress, and the 
encouragement which they give to agricultural production is only 
an incidental effect, unintended .and often deplored. They arc 
defended, not on the ground that they increase food, but because 
they arc supposed to increase employment. 

The necessary change of emphasis .applies not only as betw een 
food and other things, but also as betw een most primary .and most 
finishing industries. In face of rapidly growing knowledge and 
slowly growing or stationary jwpulation, it is inevitable that the 
“ staple ” or “ he.avy ” industries wdiich provide materials should 
decline relatively to those w'hich provide finished goods and 
services. The demand for each of such things as pig-iron and 
yards of cloth is easily satiated ; .and so also, no doubt, is the 
demand for cricket-bats and ch.aiiffeurs. But the minor or 
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** lighter ” industries are susceptible of an indefinite multiplication 
which makes the demand for their products, taken as a whole, 
insatiable. Increase a person’s power of spending, and he will 
not increase his purchases in weight or bulk so much as in refine- 
ment of form, so that a richer people will devote a less proportion 
of their labour to producing things like pig-iron and bricks. More- 
over, the mere fact of the disappearance of rapid increase of 
population tends to increase the proportion of demand which can 
be satisfied from scrap without fresh primary production. So, 
given a stationary population with rapidly increasing knowledge 
applied to production, we may expect the already observable 
tendency towards a less proportion of the whole labour-force being 
employed in the “ heavy industries ” and a larger in the lighter 
industries to become more pronounced. Perhaps we sec this even 
now in the slight drift of industrial pojmlation from the North to 
the South of England which appears to be taking place. 

Another change of emphasis, of little importance on the 
Continent, where the West-llicardian theory of rent never took 
real root, but of groat importance in England jind other English- 
speaking areas, is in respect of tlie landowners’ share of the com- 
munity’s income. The disappearing bugbear of diminishing 
returns carries away with it the vampire rural landlord, who was 
supposed to prosper exceedingly when diminution of returns made 
food scarce and dear. You all know the famous passage in which 
J. S. Mill described the landlords as they appeared to him and the 
school which he, a little belatedly, represented : — 

“ The ordinaiy progress of a society which increases in 
wealth is at all times tending to augment the incomes of land- 
lords; to give them both a greater amount and a greater 
proportion of the wealth of the community, independently 
of any trouble or outlay incurred by tliemsolves. 1’hcy grow^ 
richer, sis it were, in their sleep, without working, risking, or 
economising.” (PrincipleSy Bk. V. cli. ii. § 5.) 

Perhaps the disciple went a little l)cyond Ins master, llicardo, 
in asserting so roundly that in a i)rospcrous society the landlords 
must tend to get a larger and ever larger 'proportion of the whole 
income, but there can be no doubt that this was the impression 
which the Ricardian school conveyed to the public, and which 
formed the foundation for Henry George’s scheme of land nation- 
alisation and the agitation for land- value taxation. If the school 
had only meant to teach that the land became more valuable 
absolutely — ^in the sense of being worth a larger absolute amount 
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of commodities rather than a larger proportion of all the com- 
modities and services constituting the community’s income — ^they 
could not have supposed land so peculiar, since it would share this 
characteristic with many other things — ^with anything which was 
more limited in supply than the generality. 

To grasp the completeness of the change of view which lias 
taken place in the last hundred years, we must notice that Mill and 
the whole school which he represented were thinking not of the 
few lucky landlords who have inherited land which has been 
selected by nature or accident as the site of a city, but of the 
ordinary rural agricultural landlords. So far have we moved that 
the land-value taxors of to-day quite cheerfully propose to exempt 
all “ purely agricultural value ” from the imposition which they 
advocate. 

Envy of the happy owners of such urban land as rises in value 
more than enough to recoup what they and their predecessors in 
title paid in road making, sewering and other expenses of “develop- 
ment ” plus loss, if any, in waiting for income, still plays a part in 
contemporary politics, but the economist foresees that there will 
bo at any rate less of such rise of value when the adult population 
ceases to increase and the demand for additional houses and 
gardens consequently disappears. Ho realises that if any such rise 
continues, it will be due to the people being not only able, as they 
doubtless will be, to occupy a larger area with their houses and 
gardens, but also desirous of doing so. He will think this quite 
possible, but will not bo confident about it, when he reflects that 
the vast spread of villadom may be only a temporary phenomenon, 
and that the married couples of the future, childless or with small 
families, may bo more content with flats in towns and little 
bungalows with tiny curtilages right in the country. 

The disappcariance from economic theory of the picture of the 
vampire landlord taking an ever-increasing proportion of the whole 
produce of industry which wasitself decreasing jierheadof workers, 
leaves the theoretic arena open for discussion of the sharing of the 
whole produce between earnings of work and income derived from 
possession of pro^ierty of all kinds. 

As to this, the economists of a hundred years ago had nothing 
to say. If they thought of the question at all, they mixed it u]) 
hopelessly with the rate of interest on capital, imagining property 
to receive a smaller proportion when the rate of interest fell, and 
vice versa. The Socialists, who in fact followed them the more 
closely the more they denounced them, failed completely to clear 
up the confusion, and it dominates the mind of the lay j)ublic even 
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now — ^much, 1 admit, to the discredit of the economists, who 
should have taught that public better. 

While there are no statistics onthesubjectworthmuch, andnone 
covering any considerable area either of place or time, past history 
is sufficiently known to assure us that increasing civilisation has, 
in fact, made the aggregate share of property grow faster than that 
of labour, the obvious cause of this being that useful things con- 
stituting property have grown faster than population, and so much 
faster that what decline of the rate of interest has taken place 
has not been sufficient to counteract the tendency. The most 
primitive people had scarcely any tools, and their buildings, if any, 
could be erected in a few hours. Ownership certainly did not then 
give a claim to about one-third of the whole income, as statistics 
suggest that it does in modern Western countries. 

There is nothing to show that this tendency will bo either 
reversed or intensified by a cessation of the growth of population. 
The cessation will, of course, tend to reduce the desirability of 
additional equipment ; a largo part of the additions of the past have 
boon required simply to enable the additional 2 >ooplo to be pro- 
vided with tools, houses, and other instruments of production or 
enjoyment. But additions to equii)mcnt will be made with loss 
sacrifice of immediate enjoyable income than before, so that the 
increase of quantity may be sufficient to counteract the decline 
in the value of the units. Moreover, it is quite impossible to say 
wliat the tendency of invention may he in the future — whether to 
enhance or to diminish the value of additional material cquitnnent. 

But the history of the last hundred years suggests that this 
question of the division of income between i)ro])erty and labour is 
losing whatever importance it possessed. The economists and 
socialists of a hundred years ago were little removed from the time 
when it was common to talk of “ the labouring i)Oor,” as if society 
was pretty sharply divided into poor workers on the one side and 
rich owners of property on the other. 'J'here were, indeed, some 
members of the propertied classes who were poor, but they were 
offshoots of the wealthier families rather than members of the 
proletariat u^ith a little property. How innocent the mass of the 
people were of the crime of owning anything you may realise if you 
recollect that none of the agencies with which we are familiar for 
enabling them to invest had then got beyond the embryo stage. 
Friendly societies, co-operative societies, building societies, sav- 
ings banks, are all modern growths. Before their advent a worker 
could, of course, become a small master — ^novor, I think, a small 
mistress — and from a small master grow to bo a big master, but if, 
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for any reason this was not open to him, what coufd ho do with 
savings, supposmg ho was able to make any? Put them in a 
stocking, or the thatch, or under the gfirden soil, and if they 
happily escaped accident there, and accumulated sufficiently, give 
them to an attorney of doubtful honesty to be lent out on mortgage. 
I remember only about fifty years ago being told by a booking- 
clerk at a moorland station, about a hundred miles from London, 
how two old women had recently paid for return tickets to London 
in threepenny-bits, and by a solicitor that an old man from the 
same district had just brought him for investment on mortgage 
a largo sum in gold which he had so far been keeping in the thatch 
of liis cottage. All this is now changed, and when property, as a 
whole, and not merely the large property-owners, is attacked, the 
great investing agencies of the “ working classes become formid- 
able opponents and .are supported by the small direct investors 
who have been helped by them. 

And while many of the working-class have become property 
owmers, many of the propertied class liave become the paid servants 
of public companies and other institutions, so that the old shar]i 
distinction between the wage-earner and the capitalist is become a 
tiling of the past, and the division of income between property and 
labour is no longer a division between two classes coraiiosed of 
different individuals, but a division between two sources of income 
largely possessed by the same individuals. 

Thus, in Distribution, emphasis on t])o old categories of land, 
capital and labour is rapidly becoming obsolete and is being 
replaced by eni])hasis on individual riches and poverty, however 
arising. No longer do \ve think of relieving poverty by improving 
the terms of tlio general bargain which theory conceives labour as 
making with capital; we arc much more likely to meet with 
arguments that individual ])overty is being caused by this general 
bargain being too much in favour of the wage-earners. It is no 
longer the lowness of standard earnings that worries the philan- 
thropic economist, but the fact that so many people are unal)le to 
rank themselves among recipients of those wages. Kmphasis is 
on niiemploymeiit. 

Unemidoyment is not really a very modern phenomenon. The 
crowds of beggars who collected their daily dole in the jNliddle Ages 
from the monasteries and from private wayfarers and house- 
liolders w<u’o, perhaps, as largo a proportion of the jiojmlation as 
the normal registered unemployed of to-day. The “ distresses ” 
of the^Doriod just preceding a liundrcd years ago si‘em to hav(^ been 
.accompanied by enormous unemployment, but we have no reliable 
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statistics, an^ the loose statements, such as that in Birmingham in 
1817, one-third of the workpeople were wholly unemployed and all 
the rest on half-time, do not help us much. But so far as I know, 
it has never been contended that history shows unemployment to 
be greater when population (or even population of working age) 
is rapidly increasing. 

Yet it is common to talk of “ the difficulty of providing 
employment for a rapidly increasing population,” and some 
eminent authorities quite recently endeavoured to console the 
public by alleging that the coming decline in the growth of 
numbers will greatly alleviate the present situation in regard to 
unemployment. 

I believe this to be a profound error, based on an elementary 
misconception of the origin of demand. The old proverb “ With 
every mouth God sends a pair of hands ” is true and valuable, but 
no more so than its converse, “ With every pair of hands God sends 
a mouth.” The demand for the products of industry is not some- 
thing outside and independent of the amount of products. The 
demand for each product depends on the supj)ly of products olTered 
in exchange for it, and the demand for all products depends on the 
supply of all products. Consequently, there is not the slightest 
danger of the working i)opulation ever becoming too great for the 
demand for its products taken as a whole. 

Unemployment arises not from insuflicient demand for the 
products of industry as a whole, but from the number of persons 
offering to work in particular branches of industry being in excess 
of the number admissible, having regard to the conditions and 
wages which are required to satisfy both the would-be work(n\s 
who arc unemployed Jind the persons already in employment. If 
the unemployed will not take what employers would offer them, 
the case is simple, and it is only a little more complicated if they 
are willing to take, and the employers arc willing to give, something 
less than what is paid to the i)ersons aln^ady employed ; but the 
two parties arc prevented from coming to terms on that basis by 
the fact that those already employed would go out on strike if the 
additional contingent was accepted at a lower rate than that 
which they themselves are receiving. 

Now one of the commonest causes of such a situation is a 
falling off of demand for the products of a particular branch of 
industry. The fact that the demand for any product, let us Say 
coal, for example, falls off, is a good reason for fewer persons being 
employed in that branch of industry and more in other branches. 
If the diminution of demand is very gradual, the necessary rediic- 
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tion in personnel can be effected by a cessation ol recruiting. 
Many a branch of industry has gradually wilted away in this 
manner without much inconvenience or hardship to anyone. But 
if the diminution is more sudden, unemployment results owing to 
the natural reluctance of persons skilled, or at any rate experienced, 
in the particular branch of industry to leave it and try for employ- 
ment in some other. The thoughtless outsider is apt to say that 
both the unemployed and those who are still employed in the 
branch should accept lower wages, and so, by cheapening the 
product, extend the demand for it. As a temporary palliative 
this may sometimes be reasonable, but it is evidently never the 
best final solution of the difficulty. It is not reasonable that a 
trade should be continuously worse paid than others merely 
because the demand for its products was once bigger than it has 
become. What the diminution of demand calls for is a redis- 
tribution of labour force, fewer persons being allotted to the 
branch of industry of which the products are less in demand, and 
more jiersons to the other branches. 

But when population is increasing, absolute diminutions of 
demand are likely to be somewhat fewer, and somewhat less acute 
when they do occur, than when population is stationary. If, for 
example, by the introduction of oil, or more economical consump- 
tion, the average person’s demand for coal is reduced by one-tenth, 
in a stationary population the total demand for coal would bo 
reduced by onc-tenth ; but if the population in the same time 
increased 12 per cent., the total demand would bo not reduced but 
slightly increased, and there would be no employment difficulty. 

We ought, thercfoiu, not to imagine that a stationary or 
declining population will rid us of the trouble of unemployment. 
It will provide more rather than less reason for promoting mobility 
of labour in place and occupation, and we shall liave to take more 
care, rather than less, tlian at present to secure that arrangements 
which seem superficially desirable do not hinder that mobility. 

It is inevitable, 1 suppose, that the question will be asked, 
whether eessation of the growth of population is to be regarded as 
a good or an evil turn in human history. But the limitations of 
economics and perhaps of human nature prevent any straight 
answer being given. Nationalists in each nation want their own 
nation to increase in comparison with others ; if they think of the 
others’ interest at all, they say and believe thiit it will bo promoted 
by the predominance of their own nation. We can get no further 
that way, since the pretension of each is contradicted by the 
pretensions of the others. If we try to avoid this obstacle by 
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saying that we will ignore national and racial differences, and 
assume either that somehow the generally fittest will grow at the 
expense of the others, or that eticJi as well as the whole will have 
stationary numbers, wo still have to face the fact that our con- 
ception of the distinction between economic welfare and welfare 
of other kinds is nebulous in the extreme, and that if it was clearer, 
wo should not know — think we never can know — ^Iiow much of 
the one should be regarded as equal to a given quantity of the 
other. 

Different persons will give different answers. Some agree with 
Paley that ten persons with sufficient subsistence must be in 
possession of more welfare than a single millionaire ; others with 
J. S. Mill that the world turned into a ‘‘human anthill ” would bo 
an undesirable place of residence. The same person will give 
different answers according to his mood at the moment. Person- 
ally, I spent my early boyhood in a town which throughout my 
life has been the most prosperous in England, and I have long 
lived in another which, having added motor manufa(?tiire to educa- 
tion in its old age, has lately been growing nearly as fast, and 
sometimes when I contemplate their growth 1 fool a little like 
G. K. Porter when he wrote the Progress of the Nation, during the 
period 1800 to 1831. At other times, and I think more often, I 
regret the open heath and the untouched pine w ood which stretched 
in my early recollection to w ithin a few hundred yards of the Bath 
Hotel at Bournemouth, and I hate the gasworks straddling the 
river and the bungalows shutting in the main roads out of Oxford ; 
then I agree with Mill that it is well that pojmlation should 
become stationary long before necessity compels it. 

After all, the increase must stop Some tiuu^ and w^atching the 
effect of the stoppage will be a very interesting experience w^hich 
I should like to have been born late enough to enjoy. 

Edwix Cannan 
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APPENDIX 

Births and their Ratio to IVIarrtages in England and Wales, 

1851-1930. 


Yonr. 

Births. 

Ratio. 

Yi*ar. 

Births. 

Ratio. 

Year. 

11114118. 

Ratio. 

1851 

610 

4-30 

1878 

892 

4-51 

1905 

929 

301 

1852 

624 

4-30 

1879 

880 

4-49 

1900 

935 

3-58 

1853 

012 

114 

1880 

882 

4-50 

1907 

918 

3-51 

18.54 

034 

417 

1881 

884 

4-58 

1908 

Oil 

3-55 

1855 

635 

4-12 

1882 

889 

4-.59 

1909 

914 

3-49 

1850 

057 

4-25 

1883 

891 

4-55 

1910 

897 

3-39 

18.57 

603 

4-25 

1884 

907 

4-.58 

1911 

881 

3-31 

18.38 

655 

418 

1885 

894 

4-48 

1912 

87.3 

3-20 

1859 

090 

4-39 

1880 

904 

1-53 

1913 

882 

3*25 

1800 

084 

4-28 

1887 

880 

4-45 

1914 

879 

3- 19 

1801 

690 

4-30 

1888 

880 

4-41 

1915 

815 

289 

1802 

713 

4-43 

1889 

886 

4-41 

1910 

780 

207 

1803 

727 

4-45 

1890 

870 

4-27 

1917 

068 

2-27 

1804 

740 

4-40 

1891 

914 

4-39 

1918 

003 

2-29 

1805 

748 

4-42 

1892 

898 

4*22 

1919 

092 

2-38 

1800 

754 

4-35 

1893 

915 

4*23 

1920 

958 

312 

1807 

708 

4-35 

1894 

890 

4-07 

1921 

849 

204 

1808 

787 

4-42 

1895 

922 

4-19 

1922 

780 

2-41 

1809 

773 

4-34 

1890 

915 

41 1 

192.3 

758 

2-37 

1870 

793 

4-44 

1897 

922 

405 

1924 

730 

2-31 

1871 

797 

4-45 

1808 

923 

307 

1925 

711 

2-28 

1872 

820 

4-.54 

1899 

929 

3-89 

1920 

095 

2-20 

1873 

8.30 

1-53 

1900 

927 

3-79 

1927 

054 

2- 17 

1874 

855 

4-48 

1901 

930 

3-74 

1928 

060 

2- 19 

1875 

851 

4-39 i 

1902 

941 

.3-74 

1929 

044 

213 

1870 

888 

4-53 

1903 

948 

.3-72 

1930 

049 

2- 14 

1877 

888 

4-52 1 

1904 

945 

3-09 





Tlio above table gives the births in thousands for eacjh year 
and the ratio betwccjii this number and a figure for marriages made 
up of the sum of 2*5 per cent, of the marriages of that year, 20 per 
cent, of those of tlie preceding year, and 17*5, 15, ]2*5, 10, 7*5, 5, 
3*75, 2*5, 1*75, 1'25, and 0-75 for the years before that. In the 
table for 1851 to 1900, printed in the 1901 Report of the British 
Association, and the Fortvujhtly Beview for March 1902, the ratio is 
calculated for the legitimate births only, but the inclusion of the 
illegitimate makes very little difference and is defensible. Mr. 
L. R. Connor, in the course of a much more elaborate study than 
mine, gives figures for 1892 to 1923 (Statistical Journal, May 1920, 
pp. 502-3) which agree very closely with the above, though his 
weighting of marriages is rather different and includes thirty years 
before the elate instead of the twelve at which disinclination for 
further labour caused me to stop. 

From 1914 onwards tlie ratio as well as the number of births 
is disturbed by (n) the absence of men from their homes owing to 
the War till 1919, and (b) by the abnormal mortality of husbands 
owing to the War. The effect of the second influence in reducing 
the proportion of births to marriages must, of course, have been 
steadily diminishing, which makes tho decrease in the proportion 
dhown since 1923 the more significant. 



READJUSTMENT IN AUSTRALIA 
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In the Economic Journal for December last I gave an 
account of the effects of the world depression upon Australian 
economic conditions, and made certain suggestions for meeting 
the situation. The disorganisation of public and private finance 
in Australia was due, in part, to unsound policy, particularly an 
ambitious borrowing policy, and, in part, to the sudden cessation 
of overseas borrowing and a heavy fall in export prices. Had the 
world depression not occurred it would have been possible to 
adjust the Australian ccououiy to a declining and ultimately 
much lower volume of overseas borrowing without serious internal 
disturbance. A fall of some 5 per cent, in the standard of 
living would have perhaps been sufficient to enable private enter- 
prise to absorb labour displaced by the reduction in loan expendi- 
ture. A reduction of, say, 5 per cent, in public expenditure and 
a moderate increase in taxation would have produced budget 
equilibrium. These adjustments were overdue in any case and 
would doubtless have been resisted. It was unfortunate for 
Australia that the necessity for tlicin became apparent at a time 
when the world was entering upon a depression of almost un- 
paralleled magnitude. Tlic events of the past year have emphasised 
the importance of the fall in export prices as the fundamental 
cause of the present acute doiircssion in Australia. Eor the year 
ending June 30 , 11 ) 29 , exports of merchandise amounted to 
£ 137*7 m. For 1930 - 31 , in spite of an increased volume of 
exports, the value in British currency of Australian exports was 
only £ 75*8 m. This is a decline of £02 m., which together with 
the loss of income from overseas borrowing gives a total loss of 
income from overseas of £90 m. A reliable measure of the prices 
of imported goods is not available for last year, but it would not 
under-estimate the fall to place it at 15 per cent, compared with 
1928 - 29 . The loss of real income from overseas was, therefore, 
of the order of £75 m. for 1930 - 31 , of which over £50 m. was 
due to the fall in export prices. The repercussions of this loss of 
income from overseas upon the spending power of primary pro- 
ducers and others directly dependent upon the expenditure of 
loan money makes the total loss much greater during the period 
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of adjustment. Thus the Committee of Under-Treasurers and 
economists which examined the budget situation in May estimated 
that the national income had declined from £645 m. in 1928-29 
to £460 m. in the current year. Allowing for a reduction of 20 
per cent, in prices this is a loss of real income of about 14 per 
cent. While, however, there is a serious disequilibrium between 
prices of exportable goods and of tlic goods and services of the 
protected and sheltered industries and a large volume of unem- 
ployment, the loss is much greater. The fall in the prices of 
exports reduces the money income of exjjort producers despite 
the increase in the volume of exports. The rigidity of costs in 
sheltered and protected production maintains high prices, and 
at the lower level of spending power in the export industries 
there is a contraction of the volume of sheltered and protected 
production. The money income in those industries consequently 
falls, and so docs the real income for the time being. As sheltered 
and protected i^rices decline and export prices increase, a new 
equilibrium is established at which export industries can purchase 
their former quantities of sheltered and protected goods. Thus 
the volume of emj)loyment is restored and real income is not 
affected except by the disparity between export and import 
prices and the loss of overseas borrowing. At the new equilibrium 
absorption of the unemployed requires an increase in export 
production and in internal production competing with imports. 
This may be brought about, in part, by an increase in elBciency 
and, in part, by a fall in the standard of living. The problem 
confronting Australia is thus one of restoring a new equilibrium 
based upon (1) a jjroper balance between prices of the goods of 
the export industries and those of the protected and sheltered 
industries,^ and (2) an increase in the volume of production for 
export or in competition with imports. 

Ill my former article this iirocess of adjustment was briefly 
discussed,^ and the following suggestions were made as a means 
of achieving the desired result rapidly and with the least dis- 
turbance to the economic system : (a) real wages should be 
reduced by 10 per cent. ; (b) an increase in the exchange rate to 
a discount of 20 per cent, sliould be made ; (c) an easing of the 
credit situation by the purchase of Government securities through 

^ A reliablo moasiiro of tho iiiov'omonls in export priees iiiitl prices of domestic 
goods is not available, but n comparison of the prices of farm product.s included 
in the wholesale price index-number shows that these have fallen by 35 per cent, 
since January 1929 compared with loss than 20 per cent, for tho index as a 
whole. This comparison greatly iindcr-estimales tho <iisparitj\ 

* Tho Economic Journal, December 1930, p. 647. 
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the Central Bank; ((2) the balancing of the budgets through a 
reduction in Governmont expenditure and an increase in taxa- 
tion; (e) some restoration of overseas borrowing to ease the 
burdens of the crisis.^ 

II 

To a large extent the policy followed by Australia has been 
on these lines. In the first place the Commonwealth Arbitration 
Court reviewed the basic wage, and in February last ordered a 
reduction of 10 per cent, in real wages.® In jwldition to this 
decline in real wages there has been a reduction in the Common- 
wealth basic wage in accordance with the fall in the cost of living. 
The total reduction now amounts to 23 per cent, and is applied 
to practically the whole of the workers under Commonwealth 
awards, estimated to be about 20 per cent, of the total wage- 
earners. Wages boards in Victoria and Tasmania take as their 
standard the Commonwealth basic wage, and the reduction has, 
therefore, been applied to many additional workers in these two 
States. In all States, except New South Wales, substantial 
reductions have also taken place in the basic wage. In South 
Australia the wage has fallen from 14,9. 3d. per day to 10.9. Od. 
per day, a fall of over 25 per cent. It will be conceded that this 
is a somewhat remarkable achievement for a country that had 
attempted by regulation to build up a high standard of living, 
and had set great store upon the maintenance of that standard. 
It will be interesting when the crisis is over to compare the wages 
policy of Australia with that of countries in which regidation 
under statute is much less extensive in its scope. In one State 
only has the wage-fixing tribunal not adjusted wage rates to the 
new conditions. The rates in force in New South Wales are 
those fixed at the end of 1921), and there seems little prospect of 
any alteration at the moment.® The result is a considerable 
disparity in wage rates. Thus the Federal basic wage in Sydney 
is £3 12.9. 1 Id., while the State basic wage is £4 2**. Gd. for 44 hours. 

^ This progratniiio is discussod in more detail, in Coijlaiid ; Credit and Cur- 
renc//Coniro£(MolbournoUnivorsity Press), ChnpU^r VI, and in nn article on “ Tho 
Bostoration of Economic Equilibrium in tho Economic liecord, Novembor 1930. 

® Tho judgment of tho Court was tho first oflioial pronouncement that 
oinphosisod the sevority of tho crisis. It is reprinted in Shann and Cn])land : 
Crisis in Australian Finance, 1929-31 (Angus and Kobortson), pp. 102-40. 

* Recently the employers applied to tho Stato Industrial Court for a review 
of tho basic wago. As this is boing written it is annoimcod that the Govornmont 
has appointed one of tho throe Judges of tho Commission to tho Supremo Court 
Honch, and the Commission will not bo procooding with tho lioaring. The 
trouble in N.S.W. is thus due in part to political intorforenco with tho normal 
process of wage-fixing. 
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New South Wales is the seat of the iron, steel and coal industries, 
and high costs in that State are a serious burden on all other 
States. As will be shown later, this is not the only respect in 
which the policy of the New South Wales Government is impeding 
the process of readjustment. 

In the second place, exchange rates were rapidly revised in 
January, and finally fixed at 30 per cent, above parity for tele- 
graphic transfers. There was an attempt to peg the rate at 
about 10 per cent, above parity, but in llcccmbor the exchange 
market outside the banks became much more important than it 
had ever been, and the outside rate rose as high as 15 per cent, 
above parity. In the absence of overseas loans and high prices 
for exports, it was not possible to maintain parity of exchange 
with a substantial disparity between Australian prices and 
British prices.^ Fear of inflation was increasing the demand 
for London funds, and an increase in the rate was inevitable, 
despite severe rationing of London credits by the banks. Jii 
the move to a higlicr exchange rate, the Bank of New South 
W'^ah's gave the necessary lead, fixing its buying rate at Cl 18 10,v. 
per cent, at the beginning of the year. The rate was quickly 
moved to £130 per cent., and has since remained at this level. 

In the third place, but only after acute political strife, the 
budgetary problem was boldly tackled in May. In all States 
some reductions of ex[)endituro Imd been made, and, before the 
major adjustments were agreed to, the total reductions in adjust- 
able expenditure (all (expenditure except interest, exchange on 
overseas interest and unemployment relief) cither accomplished 
or announced amounted to 11 ixt cent. Two of tlu'. States 
(South Australia and Western Australia) actually showed econo- 
mms of 20 per ccjit. on this expenditure for 1931-32. In the 
absence of adequate action by the CommonAvcalth Government 
and by the Government of Now South Wales, these efforts at 
economy were easily overlooked by critics of the Governments 
both inside Australia and outside. ^Moreover, the decline in 
national income and the fall in imjH)rts cut severely into revenue 
and increased the deficits to an alarming amount. One effort 
to review the position was made by a (’ominittc'O of economists 
and uuder-Treasurers, appointed by the Loan Council to provide 
information for a Premiers’ Conference at Canberra in February 
1931. The deficits were then estimated at £15 m., and much 
valuable information on the financial position of the country 

^ On this point soo oominont in tho articlo in iho I^conomic Jodunal, 
Docombor 1030, p. 642. 

X N 2 
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was available for the Conference.^ Much emphasis at this time 
was being given by the Commonwealth Government, at the 
instance of the Treasurer, Hon. B. G. Theodore, to an expansion 
of credit, and apart from a resolution to reduce salaries and wages 
in the public service according to the fall in the cost of living, 
and to impose a flat rate income tax of 3.s. Grf. in the £ on the 
interest of all Government loans, no defuiitc action was taken to 
meet the position. Meanwhile, funds were being provided by the 
banks, and the total outstanding short-term indebtedness of the 
Governments to the Australian banks at the beginning of April 
was £51'5 m. On April 2nd the Chairman of the Commonwealth 
Bank wrote to the Commonwealth Treasurer advising him that 
the Commonwealth Bank could not allow its accommodation to 
the Government on Treasury Bills in Australia to reach a total 
of more than £25 m. At the time of writing the amount out- 
standing under this head was £16 ra., and it was anticipated that 
the limit would be reached by Juno 30.‘^ It should be added 
that Government borrowing is controlled by the Loan Council 
representative of all the Governments, and that the method of 
short-term finance arrang<?d by the Loan Council was the issue 
of Treasury Bills. 

The Commonwealth Government was at this time ongfiged 
in formulating a monetary policy designed, lirst, to control bank 
interest rates ; secondly, to issue an additional £18 m. of notes 
for public works for the unemployed and relief for the farmers, 
and, thirdly, to amend the Commoiiwealtli Bank Act in respect 
to the note issue, providing that (i) the notes should not be con- 
vertible into gold ; (ii) that the Govcu’nment might acquire gold 
from the bank for the discharge of the indebtedness of tlie 
Commonwealth in London, and (iii) for a maximum note issue 
of £60 m.® None of these measures was passed, the Senate refusing 

^ Tho lloport of tliis Cuiniiiitt-oo to fouml in Shium fiiid (V^phind ; 27/e 
(Jn-siti in Australian Finance, 1929-31, pp. 140-81. Soo iilsso |>p. 183 85 for tlio 
ro8oliition.s of tho Conforoiico. 

® For this lottur and tho TroaHui-cr’s iid^nisiing ivply uttaokin^ tho banks 
for thoir policy in tho crisis boo Shann and UopLind ; The Battle of the Plans 
Angus aiiil Ilobortson), pp. 44- 56. 

* For a criticism of this policy soo Sbann and Copland : The Battle of the 
Plans, pp. 20-44. Not only was tho ordinary noto issue to bo allowed to ris<^ 
to £60 m. roganlloss of tho gold reserve, but a new issue of £18 m. was to bo 
made. Nothing was to be done to deal effectively with expenditure. The total 
savings in tho Commonwealth budget would have boon £2*3 m. out of an expen- 
diture of £70 m. This was direct inflation, and tho (lovorninont was quite 
candid in its admission that it hoped to raise prices by its policy. It was one 
side of the economists’ plan, but very clumsily attempted; and there was no 
prospect of chocking the inflation once initiated by the printing press. 
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to accept the Government’s policy. At one stage it was thought 
that the Government would go to the countiy on this policy. 
'Phe lioan Council had, however, at a meeting on April 25 resolved 
that “ Australia must aim at securing a balanced budget by the 
end of Juno 1934.” It set up a sub-committee Avith power to 
co-opt experts for the purpose of reporting on the whole position 
to the Loan Council before the end of May. It was not apparent 
at the time that this decision of the Loan (Jouncil marked the 
close of a stage of <acute controversy concerning tin* ac^tion to be 
taken by Governments to deal with the situation. 

Ill 

A Committee of four economists and five Under-’rreasiii’ers 
was appointed in May to report to the Loan Council. It was 
from the report of this Committee, known as the (Copland Il(;port, 
that the Premiers’ Conference .and the Jjoan (\)uncil advised the 
plan of financial rehabilitation known as the Premiers’ Plan.^ 
The Copland Committee estimated the deficits for the year end- 
ing Juno 30, 1931, at £31 m. .and the deficits for 1931-32 at 
£39 m., with a possible increase to £41 m. It was quite clear 
that drastic measures had to be taken to meet the position. In 
any case the limit to the issue of Treasury Bills by the Common- 
wealth Bank would have brought about a stoppage of payments 
early in the financial year. The Committee’s proposals w'cre 
briefly as follows; — (1) The Commonwealth basic wage had at 
that time fallen 20 per cent, from the 1928 level, and this per- 
centage reduction was to be appli<Ml to all adjustable expenditure, 
amounting to approximately £120 m.- The total reduction was, 
therefore, £24 m. Of this, savings to the extent of £11 m. had 
already been made, and the reductions proposed Avould, therefore, 
reduce the deficit by £13 ni. It was considered that this w'as the 
reasonable limit of possible economies at the moment. (2) The 
revenue AV.as to be increased to the extent of £8 ra. by increasing 
the sales tax from per cent, to 0 per cent., and the primage 
duty from 4 per cent, to 10 per cent., and by £4 m. througli 
additional income tax in the (\)mmonw('alth and in Victoria and 
Western Australia. The defiiut would, therefore, bo rcducofl by 

^ F«r tho report of the Committoo of Experts and the eromioi's’ Vl:\n see 
tho Report of tho Conforonco of Coinnumwonlth and State Ministers, 2rith May 
to 11 til Juno, 1931 (Covenimont Printer, Melbourne). See 5958. 

* Tho non-adjustablo exf Hindi tiiro (inloiv.st, sinking fund, exi'hango and 
nnomploymont relief) was 1*02 ni. in I9:?9-.*10 and was c-sfiinated to bo £85 in. 
for 1931-32. 
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economies and taxation from £39 m. to £14 m., and possibly 
£16 m. if revenue failed to reach expectations. (3) This was 
thought to be too large a deficit to bo met from the ordinary 
process of economic recovery. The Committee suggested a net 
saving of at least £3 m. by reducing the interest on the internal 
debt by 16 per cent., bringing the deficit down to £11 m. 

This proposed reduction in the interest burden on the internal 
debt is perhaps the most interesting feature of the Committee’s 
Report. In justification of this proposal the Committee wrote 
as follows : — “ Economies and increased taxes such as those 
outlined above involve as drastic cuts as can be borne by income- 
elements that are exposed to both cuts and taxes. Yet the gap 
still to be bridged remains a wide one. For two reasons, further 
measures to reduce it arc necessary. The sacrifices asked from 
wages, salaries and pensions are so giuat tliat they would not 
be accepted if any other income-element escaped. Nor. may the 
menace of currency collapse ])e ignored while the deficit to be 
met by borrowing ri?maiiis so large.” (Paragraph 36 of the 
Report.) At the time a special tax of Is. iSd, in the £ on interest 
from fixed money claims was in force. It was thought undesir- 
able to increase this tax because it would keep up the rate of 
interest, keep up costs and render conversion operations difficult. 
It was also thought inexpedient to attemi)t to manipulate the 
currency in order to raise the price level and thus extract from 
fixed incomes an adequate contribution to the loss of national 
income. “ There can be little doubt that under present condi- 
tions such a policy would destroy confidence in the currency.” 
(Paragraj)!! 39 of the Report.) The Committee was, therefore, 
forced to consider a conversion of (iovi?rnment securities to a 
rate of interest approximately 15 per cent, below the then exist- 
ing rates. Leaving the I s. Od. in the £ tax the contribution from 
the bond-holder would then be 221 per cent. In so far as this 
involved a breach of contract, the Committee justified it on the 
grounds that : “ In normal times breach of contract would 
constitute an insuperable objection, but, fundamental as is the 
sanctity of contracts, it must not be overlooked that insistence 
on their fulfilment to the letter might, in present circumstances, 
force the debtor Government into a policy that would surely 
destroy the value of the bond. Generally, breach of contract 
would cause lack of confidence, and would sot up a flight of 
capital from the country subjecting investors to it. But when 
the alternatives are inflation and default, or taxation of an equal 
or probably greater severity, holders of fixed money claims may 
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find it wiser to accept a variation of their contracts which is less 
onerous than taxation and insures them against the greater loss 
of total default.’* (Paragraph 42.) 

The savings affected by economics, by reduction in interest 
and by taxation recommended by the Copland Committee would 
amount to £28 m., leaving a deficit of £11 m. (or possibly £13 m.). 
It was thought that this deficit was “ manageable,” and would 
be reduced as recovery proceeded. The expenditure on unemploy- 
ment relief in Australia is now at the rate of £10 m. per annum, 
and the added cost of exchange on the overseas debt nearly 
£11 m. A recovery in overseas prices would reduce unemploy- 
ment, and also the exchange rate. There would also be some 
recovery in revenue, and the deficit would then bo finally elimi- 
nated. It should be added that the (.‘upland Committee referred 
to two other elements in the general problem of financial recon- 
struction. In the first place, it suggested that all salaries and 
wages should conform to the standard set by the reductions in 
the Commonwealth basic wage. Secondly, it recommended that 
the conversion operation should be accompanied by a simul- 
taneous reduction on bank interest rates and mortgage rates. 

It would be wrong to assume that the general policy embodied 
in the llcport was one of deflation. (Certainly substantial reduc- 
tions in all payments were recommended, but two influences were 
left free to impose a salutary check upon the deflationary process. 
The exchange rate was to be maintained at 30 per cent. On this 
point it may be well to quote from the llcport. “ Regarding 
any funding operation in London, care should be exercised not 
to force a premature return to the old ijar of exchange between 
sterling and the Australian pound. Exchange parity may best 
be regained on rising markets for Australian exports. It would 
be premature if attempted sooner in that it would intensify the 
crisis in Australia l)y reducing export values once more.” (Para- 
graph 50.) Secondly, there was still a substantial deficit to be 
financed by loans, though the Committee recommended that these 
loans should “ come from current savings rather than from new 
bank credits.” The very fact that savings were diverted into 
loans to maintain expenditure is in itself a check to the defla- 
tionary process in a period of acute depression. Generally speak- 
ing the Report was in conformity with the policy enunciated by 
Australian economists, embodying : ’ (a) a high exchange rate, 
(b) an all-round reduction in Government expenditure and in 
costs of industry, (c) a reduction in the burden of fixed money 
claims, and (d) an easing of the banking situation to facilitate a 
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process of adjustment.^ The novel feature of the Report was, 
however, the direct attack upon the interest problem. The case 
for a reduction in fixed money claims in a period of falling prices 
has a very sound basis in economic theory. But only a grave 
national emergency could justify any interference with existing 
contracts, and Australia could fairly claim that her position was 
such that drastic measures should be taken. Fixed money claims 
were estimated to be about £80 m., or 12-4 per cent, of the 
national income before the crisis. Making allowance for a sub- 
stantial fall in the payments on mortgage interest, they would 
have amounted to £70 m. on the much lower national income of 
1931-32, the ratio then being 15*3 cent. Thus, at a time 
when the national income was falling heavily, the holders of fixed 
money claims were receiving a greater proportion of it. If a 
group of Commercial loans raised since 1925, aggregating £233 m., 
be taken it is found that the interest payabk? amounts to 
£12,972,000. If the cost of living at the date of flotation is 
compared with the cost of living in the first quarter of 1931, the 
purchasing power of this interest had risen to £14,536,000. This 
is a rise of 11 per cent, of real income at a time when all other 
income elements had suffered severely. Logically, those who 
clamour most for deflation in a crisis should be equally ready to 
support the argument for a reduction in interest rates. 

IV 

In the main the recommendations of the Copland Committee 
were accepted by the Premiers’ (.Conference, though some modi- 
fications Averc made. The Conference did not tackle the ])roblem 
of wages in private industry. The plan devised, however, 
embraces all the other suggestions embodied in the Report. 
This Plan, known as the Prciniem’ Plan, is officially summarised 
as follows : — 

“ The Conference has, therefore, adopted a plan which com- 
bines all possible remedies in such a way that the burden falls 
as equally as possible on everyone, and that no considerable 
section of the people is left in a privileged position. This sharing 
of the buixien is necessary to make the load more tolerable; it 
is still more necessary, because only on this condition will it be 
possible to get the combined effort required. 

1 For the measures recommondod by the economists see thoir statements of 
June 1930 and January 1931, published in Shann and Copland : The Crisis in 
Australian Finance, pp. 10 and 72, 
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“ The Plan has been adopted by the Conference as a whole, 
each part of which is accepted on the understanding that all the 
other parts are equally and simultaneously put into operation. 
It embraces the following measures : — 

“ (a) A reduction of 20 per cent, in all adjustable Govern- 
ment expenditure, as compared with the year ending 30th June, 
1930, including all emoluments, wages, salaries and pensions paid 
by the Governments, whether fixed by statute or otherwise, such 
reduction to be equitably effected ; 

“ (fc) Conversion of the internal debts of the (^vernments on 
the basis of a 22 J per cent, reduction of interest ; 

“ (c) The securing of additional revenue by taxation, both 
Commonwealth and State ; 

“ (d) A reduction of bank and Savings Bank rates of interest 
on deposits and advances ; 

“ (e) llelief in respect of private mortgages.*’ (Report of the 
Conference.) 

The legislation required to iinpleinent the Plan consisted of 
the following : - • 

1. A Debt ( ‘onversion Agreement Act passed by the (‘onimon- 
wealth and by the States ai)proving an agreement undtT Section 
lOoA of the C.'oinmon wealth Constitution, between the States and 
tlic (.‘oinmonwealth, relative to the convcrsioti of the internal 
debt.^ 

2. An Act to 2U-ovidc for the conversion of the internal debts 
passed by the Commonwealth Oovemment. 

3. An Act passed by all Parliaments to empower Irnsleos to 
convert their holding of the public debt into the new loan. 

4. A Financial Kinergency Bill embodying the reductions in 
Govcniincnt ex])enditurc, iind in some cases also the reductions 
in private interest. 

i). An increase in taxation in the Commonwealth raising the 
income tax, the })riniagc duty and the sales tax to provide revenue 
amounting to £7,500,000. 

The important features of this legislation are the terms of 
the conversion of the internal debt and the ]>ro visions for reducing 
private interest. With regard to the first, the total amount 

^ Section 105 a was inserted in 1928 wlion tflo finaneial ngrooinciit was made 
between the Stales and the Commonwealth imdop which tlio Commonwealth 
took over the debts of tho State. For an aerount of this see Coplaiul : “ Finan- 
cial Relations of tho States and the Coinmonwoaltli,’* Kconomic Journtal, 
December 1927. 
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involved was £556 m., on which the average rate of interest was 
£5 58. 5d. per cent, at June 30, 1930. Under the conversion loan 
this rate will bo reduced to an average of £4 1^. 8d. per cent., a 
reduction of 22J per cent. This was arrived at by including the 
15 per cent, recommended by the Copland Committee and replac- 
ing the tax of 18d. in the £ by a reduction of a further per 
cent. The gross savings in interest would be £6J m. The con- 
version operation had another advantage. It was possible to 
rearrange the maturity dates of the internal debt. Holdings of 
the existing securities were to be allocated among new securities 
whose dates of maturity ranged from seven years in nine steps 
to tliirty years. This would leave the local market free of con- 
version operations for seven years, and spread the conversions 
more conveniently over the remaining twenty-three years. The 
Act provided that unless dissent w^^is signified, conversion would 
be automatic. ]3ond-holders were appealed to on tlie double 
ground of the financial difficulties of the Governnienls and on 
the need for sacrifice from every seedion of the connniinity. The 
i*esult was remarkable. No less than 97 per cent, of tlie total 
holdings were converted into the new loan, leaving only £17‘5 ra. 
unconverted.^ 

With regard to the private interest, legislation was to be 
passed in the six States providing for a reduction of 22J per cent, 
on existing contracts. No attempt was to be made to control 
the future rate of interest, and it was left open to the States to 
legislate on their own plan. Ijogislation has now been i^assed, 
and four of the States (New South Wales, V'^ictoria, Western 
Australia and Tasmania) have proceeded by way of automatic 
reduction, unless the mortgagee can satisfy a tribunal that the 
reduction is incquitalde. In the otlier two States the mortgjigor 
must apply for a reduction. Hates are to bo I’cduccd by 22^ 
per cent, with a minimum in most cases of 5 per cent. For the 
most part bank rates are omitted from the plan, inasmuch as 
the banks had already agreed to a reduction of 1 ])er cent, all 
round in their deposit rates and advances rates, though some 
bankers wore op])oscd to taking this steq) so soon.^ 


^ It was ossiimod at tho original Conferenoo that a tax of at least 22h per 
cent, would bo imposed upon interest oti tlio unconvortod bonds. The small 
amount left, however, Iiojj influenced the Oovernment to proceed ih'rect with a 
compulsory conversion of tho unconverted amount. Whether this proposal will 
lie agreed to by Dio Senate is not yet clear. 

• For u discussion of tho oiTocts of a roduction in bank rates on Australia, 
see paper liy Mr. A. C. Davidson, (lenoral Manager of tho Bank of New South 
Wales, published in Shann and Copland : Tfie Battle of the Plana, pp. 67-71. 
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For the rest, the legislation proceeded roughly according to 
the Plan, and the Governments met again in conference early in 
September to report the progress made towards budget equi- 
librium and to discuss with the banks measures required to finance 
Government deficits and public works. A Committee of under- 
Treasurers examined the budget position and found that the 
Commonwealth and four of the States had brought their expendi- 
ture down by the amount required. The estimated reductions 
for 1031-32 compared with 1929-30 were as follows : — 


ct.li. N.S.W. I Vic. QUl. S.A. W.A. Tas. 


Ordinary ICxpciitiiiuro.^ (il in.) 


102y-30 . 

1931-32 . 

21-30 

10-SS 

. . 1 

30- 91 

31- 90 

IK-SO 

13-40 

9-02 

.^>•19 

0-00 

4-Sl 

1-61 

1-20 

Itcduction 
Amount . 

4-4.S 

4-or» 

0-40 

2-03 

1-83 

1-82 

0-35 

Porcentagn 

oi O' 

- ‘ 1 


ono" 

— ' ,o 


26% 


21% 


' Tills itidiidos adininistraliriii uiiil general and biisliioss iindoriakings. If 
roads arc also included, the reduelioii for New South Wales rises to 10 jier cent., 
and for South Australia to .*10 per eciil. 


The deficits disclosed in the budgets as compared with those 
agreed upon in the Premiers’ Plan an', given in the following 
tabic : ' 



(’oufereiu-o 1 

Budget 1 

Increased 


Delicits. | 

Do He its. 1 

Deficits. 


r HI. 

.C m. ! 

^ m. 

Commonwealth 

-1-38 

n-i7 i 

-I- U-79 

Now South Wales . 

ij-U 

0-702 

-i 1-29 

Victoria 

1-31 

0-S2 

- - 0-19 Doc 

QiiooiiHlaiid . 

0-70 

1-87 

: Ml 

South Au.sli'alia 

1-50 

2-12 

- O-02 

West Australia 

1-20 

! 1-21 

-hO-01 

Tasmania 

0-09 

1 0-23 

i -hO-M 

1 

Total States 

10-27 

12-95 

1 + 2-OS 

Crand 'JVital 

14-05 

1.S.J2 ; i ;^47 


® Omitting £I.Ti7 m. inloivst in respect of 1030-31. 


The increase of £3*5 m. was due (i) to ]•evelule falling short of 
the estimates at the May-iTuno Conference, (ii) to tlio full benefit 
of reduced interest on the internal conversion not being secured 
in 1931-32, and (iii) to the economics agreed upon at the confer- 
ence not being fully realised. It will be clear from the tables 
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that New South Wales is in much worse case than any of the 
other States, though by including as a reduction the shilling in 
the pound unemployment relief tax in that State and other 
economies yet to bo made, the Government claims it has reduced 
its adjustable expenditure by 20 per cent. Thus it is fulfilling 
the letter of the Plan, but it may well be doubted whether a 
deficit of even £5*4 m. as agreed upon in the Plan will be liquidated 
under any probable conditions of economic recovery. Compared 
with the other States except Queensland, New South Wales has 
not made sufficient adjustment in (jovernmont expenditure in 
view of the severe fall in national income in that State. Had 
the other Governments pursued the same policy as New South 
Wales, it would have been evident that the deficits were not 
reduced to manageable amounts, and a further adjustment 
would have been called for. Similarly, it would have been 
difficult to continue to finance public works if tlio Avages policy 
of New South Wales had been in force in other Statics. The 
general problem of unemploj'mcnt Avas revi(‘wed for the Scj)tember 
Conference by a Secretariat, and attention was drawn to the 
disparity of wage rates in the States, ^'hns the report stat(‘d, 
“ The Avage reduction in most industries fails to lower costs suffi- 
ciently to increase employment because of the high AA'agcs still 
paid in other industries— such as coal or iron — on Avhicli they 
depend.” As a long-range policy for solving unemployment tlie 
Secretariat recognised that a reduction of costs Avas essential. 
For the immediate future, lioAvcver, it recommended : 

(i) that the j^rcsent loan Avorks shonkl be completed, involving 
an expenditure this year of £8-5 m. ; 

(ii) that £4 m. should be niiwle cwailable to stimulate develoi)- 
ment of paper pulp, gold-mining and fisheries and to im])rov(^ tlie 
capital equipment on farms, and 

(iii) that £3 m. should ))o available for a subsidy to Avheat 
farmers on the next season’s crop. 

This was a loan programme of £15 m., compared Avith £45 m. 
before tlie crisis. With deficits at £18 m., the total assistance 
required from the money market for Ihe current year Avould, 
therefore, bo £33 m. 


V 

The provision of funds for the deficits and for loan expendi- 
ture was taken up with the banks, which agreed to make available 
£16 m. for deficits for the current year, £3 m. for providing a 
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wheat bounty and £4-25 m. to linauce the continuance of existing 
public works up to December 31, when the position will again 
bo reviewed. It would appear, thcrcfori;, that the fioating debt 
of the Governments to the Banks will bo increased by not less 
than £27*5 m. for the current year, bringing it up to a total of 
nearly £90 m. In the early stages of the depression there was a 
decline in the cash reserves of the banks and an increase in the 
ratio of advances to deposits. Thus from the first quarter of 
1929 to the first quarter of 1930 the ratio of cash reserves to 
deposits fell from 19 per cent, to 15-5 per cent, and reached a 
minimum at 14 per cent, in the third quarter of 1930. The 
Iiroportion of advances to deposits rose from 90 i)er cent, in the 
first quarter of 1929 to 104 jjer cent, in the first quarter of 1930. 
From the second quarter of 1930 to the second quarter of 1931, 
the proportion of cash to deposits rose from 14 per cent, to 20 
per cent, and the proiiortion . of advances to deposits fell from 
105 per cent, to 98 per cent. The increase in the cash ratio is 
the direct outcome of tlie increase in central bank credit brought 
about by the financing of Government deficits through the 
Commonwealth Bank. I'his has greatly increased the balances 
of the Commonwealth Bank, duo to the other banks, the amount 
standing at over £30 m. in the second quarter of 1931, compared 
with less than £10 ra. in the second quarter of 1929. Deposits 
began to fall after the first quarter of 1929, when they amounted 
to £2S9 m. In fliinc of this year they had fallen to £261 m., 
but fixed deposits had actually increaso^d and the ratio of fixed 
to total deposits rose from 62-4 per cent, in June 1929 to 69 per 
cent, in June 1931. The main features of the banking position 
are thus : — 

(i) a substantial rise in the ratio of cash to diqiosits; 

(ii) an increase in the liability for interest on fixed deposits ; 

(iii) a heavy fall in current deposits ; 

(iv) an improving though still higli ratio of advances to 
deposits. 

These movements in banking are precisely what would be 
cxpect-ed at a time when Central Bank credit is being increased 
to meet the needs of Govcruinonts. There has been a consider- 
able casing of the banking xiosition, and the need for drastic 
deflation of advances is much less insistent than it was earlier in 
the crisis. The maintenance of a high exchange rate iind the 
expansion of credit to finance Government deficits and maintain 
some loan expenditure provide a neat balance of forces against 
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the reductions in spending power brought about by the reduc- 
tions in wages, Government payments and interest. Despite this 
tonic of credit expansion the disturbances of the process of 
adjustment have been great and unemployment has steadily 
risen from 18-5 per cent, in the June quarter of 11)30 to 27*6 i)er 
cent, in the June quarter of 1931. 

VI 

The existence of this volume of unemployment, the continued 
depression of prices on the Stock Exchange, the fall in the price 
of Government bonds, which still stand at a discount of about 
16 per cent., and the very depressed condition of the external 
markets for Australian exports have not allowed the general 
plan of financial rehabilitation to bear fruit as yet. Indeed, 
despite the magnitude of the effort, grave doubts were entertained 
concerning the possibility of Australia being able to meet from 
her current sources the interest on lier external debt. For 1930 -3 1 
total exports amounted to £88 m. and imports to £60 m., leaving 
a surplus of £28 m. The payment of interest to the sinking fund 
and all other charges overseas amounted to £30 m. for that year, 
and there was an apparent deficit of £2 m. on the London account. 
Despite this the floating debt in London has been reduced from 
£18 m. to £5 in., and the balance must have b('cii met from the 
use of credits in London or the piling up of funds in Australia 
awaiting remittance. The exports for last year included £13 m, 
of gold, but as tlie gold rciscrvc is now reduced to £10 m., it is 
not likely that any will be available for export this year.^ Esti- 
mated exports of merchandise for the current yt^ir, in spite of 
excellent seasonal prospects, are less than £75 m. Tlw. suspension 
of the gold standard by England and a depreciation of the sterling 
dollar exchange by 15 per cent, would raise this estimatcj to £86 m. 
Imports arc now coming in at the rate of about £45 m. per annum. 
Of tills sum apj)roximatcly £25 m. comes from countries other 
tliaii Great Britain, and the cost of these in sterling would also 
be raised by 15 per cent. Similarly, the cost of inti'.rest on the 
American debt amounting to about £2-5 m. would bo raised by 
about 15 per cent. Tlie net increase in commitmemts on account 
of the depreciation of sterling would, therefore, be approximately 
£4 m. to be set off against a gain of £11 m. AVith exports at 

^ The Curnmonwoalth Buiik Act was ainonded in Juno by reducing tbo ratio 
of gold to notes from 25 per cent, to 15 per cent. Tho former ratio lias to bo 
restored within three years. Tho Act was amended to promote tho export of 
£5 m. in gold to pay oil Treasury Bills. At present the note issue is £50 m. 
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£75 m. and imports at £45 m. there would have been a balance 
of £30 m. This may be raised to £37 m., should the depreciation 
of sterling be 15 per cent. Naturally these estimates are to some 
extent conjecture. Seasonal prospects may not be realised, gold 
prices for exports may increase, and the imports may bo under- 
estimated. Before the crisis they amounted to £140 m., and it 
would be remarkable if any measure of recovery could be achieved 
with imports at only £45 m. The suspension of war debts and 
reparations has given Australia a net relief of ax)proximately 
£5 m., 15 per cent, of her overseas obligations, and if this is 
continued and sterling is stabilised at 15 per cent, discount, it 
may be possible for Australia to meet her commitments from cur- 
rent resources. The depreciation of sterling is, of course, a 
substantial help, but it must be remembered that the banking 
position of Australia in London has dcterioratccV greatly on 
account of the depression. Thus it has been estimated that the 
London balances of the trading banks fell from £30 m. in the 
middle of 1929 to £10 m. in the middle of 1931.^ It will bo 
necessary for Australia to build up her reserves in London, and 
she can only do this by maintaining a surplus of exports over 
imports greater than her current commitments. Whether she 
can do this from her own resources is still a matter for speculation. 
It would, however, be a serious reversal if in spite of the efforts 
she has been making slic were unable to meet current commit- 
ments because international commodity prices continued to move 
against her. No doubt further internal adjustments can be 
made. In particular the tariff has to be scaled down, the basic 
wage and the budgetary position in New South Wales adjusted, 
and greater freedom of working conditions in industry be achieved. 
But it is doubtful whether any other country has made adjust- 
ments of th(5 same magnitude as Australia. In these circum- 
stances it is legitimate to consider that the continuance of depres- 
sion is due to conditions over which Australia has little or no 
control. 

I). B. Oorr.vNi) 

UniversiUj of Mdbonme^ 

October 1931. 

^ K. S. Isles: “ Aiistnili;ni iNFoiiotury Policy,” Kcouomh Uccord, May ID.II. 



THK WORLD’S WHEAT SnUATION i 


In his Presidential Address to the British Association in 
1898, Sir William Crookes predicted that in 1931 the world was 
likely to be short of wheat. In reality, 1931 has been a year 
in which the world has been engaged in disposing of the largest 
wheat crop ever liarvcsted, in which stocks have risen to record 
figures, in which prices Iiave fallen to the lowest level for which 
there are modern records, and in which growers over vast areas 
of wheat land have found that their returns do not cover the 
cost of prodwetion. 

It is true that (Jrookes’ forecast was subject to certain reserva- 
tions. The impending wheat famine might be averted through 
the agency of the chemical laboratory. If the chemist were to 
solve that — as yet — unsolved problem of the fixation of atmo- 
sphcrii! nitrogen, so that nitrogenous fertilisers could be manu- 
factured on a commercial scale, the yield of wheat iier acre 
could be raised and the world carry on a little longer on its 
limited wheat area. 

The fixation of nitrogen is now an accomplished fact, and 
the iniTCascd yield which has resulted from this and other changes 
has contributed something, though not very much, to the vast 
increase in wheat production which has occurred in the last 
thirty years. The average wlieat yield in countries for w’hich 
there were statistics at the time Crookes gave his address was 
estimated at 12'7 liushels per acre*. In the past seven years it 
has averaged 14-1 bushels, an iiuuease of approximately 11 per 
cent. But the total world’s production has increased in these 
thirty years by over 00 per cent. It is not so much to the chemist 
as to the biologist and the agricultural engineer that we ow'c 
the means of effecting this expansion; to them arc primaril}' 
due the technical advances wliich have made possible the exten- 
sion of the v/orld Avheat area into regions previously regarded as 
unsuitable or incaimblc of growing wheat commercially. 

The chief factor in the upward trend in production since 
pre-war days has been the expansion of acreage. If we take the 
average of 1909-13 as the base, then for the years 1927-30, 
world production, excluding China and Russia, expanded by 
^ Road before Section F, British Association, London, 1931. 
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21*5 per cent, and acreage by 22-7 per cent. Of the total expan- 
sion in the world’s wheat area, by far the greater proportion was 
contributed by the four overseas countries, the U.S.A., Canada, 
the Argentine and Australia. The world’s area in 1930 had 
increased above the pre-war base by 51 million acres, of which 
44 million acres wei'e in these four countries. The l^uropean 
acreage, excluding Russia, after falling shaiply had recovered 
approximately to the same level as in the pre-war years. 

Still more striking is the change in international trade. For 
the years 1909-13 the above four overseas countries supplied 
approximately 50 per cent, of the world’s exports, while Russia 
and the Danube countries sux)plieil about 40 jicr cent. ; for the 
years 1924-28, the share of the four overseas countries liad risen 
to about 94 per cent., while that of Russia and the Danube had 
fallen to about 5 per cent. 

So violent a disturbance to the nornial growtii in production 
and trade could hardly fail to liave attached to the post-war 
wheat situiatiou a certain instability. Some readjustments were 
inevitable. Areas had been brought under wheat, particularly 
in the United States, which were only profitable with the inflated 
prices of the War and immediate post-war period, and disai)peared 
with the subsequent deflation. Rut more imi)ortant still was the 
l)osition of Russia. The ])rofoiuid internal dislocation of Russia 
after the Revolution has delayed the recovery of her wheat x^ro- 
duction and has k(iX)t her almost completely oH the export markets 
for twelve years from the end of the War. Partly for this reason 
the situation has x^^'rl^axjs assumed an ax)x^earanco of greater 
stability than it actually x^nsscssed. Indeed, a x>racticc has 
grown up during the x^ast decade, due to some extent to the 
lack of accurate statistical material I’elating to Russia, of measur- 
ing the world’s wheat situation excluduig Russia — as though 
Russia were oil the max). reality Russia was recovering, 
though her recovery did not materially alToet the world’s situation 
until her rcapxiearance as an exx)orter at the end of 1930. 

Since 1920 the trend of wheat x^’ices has been downwards, 
interrux)tcd by a sliaip rise in 1924. The general form of 
the curve representing the movement of wheat x^^’h^es in this 
country is similar to that rexiresenting the movement of an 
index of wholesale x^ri^cs, but w ith the coiisxjicuous changes more 
exaggerated. It should bo noted in however, that the 

level of wheat x)rices at the beginning of 1930, in relation to the 
level of wholesale commodity prices in this country, w^as no 

lower than at the beginning of 1922. 

No. 164. — VOL. XLI. oo 
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The deviations in the course of wheat prices from that of 
wholesale prices are iierhaps of more interest than the actual 
course of prices. If we calculate an index representing the 
value of wheat oxprcssed in terms of wholesale commodities, 
and plot the result diagrammatically, the curve shows two 
conspicuous periods in which wheat prices were falling rapidly 
in relation to the prices of wholesale commodities, namely, from 
the beginning of 1021 to the end of 1023, and from the beginning 
of 1030 onwards. Both were periods of industrial depression, 
although towards the end of each exceptionally large harvests 
were factoi's in incrcasmg the fall, and in the latter heavy stocks 
carried forward from the previous years exerted a depressing 
influence on prices. From 1025 to the harvest of 1028 the 
trend of wheat prices was slowly downwards in relation to whole- 
sale commodities, with a sharper fall following the bumper crop 
of the latter year. 

The disastrous fall in the price of wheat ^ occurred, however, 
not in the crop year 1028-20, but in 1020 -30. It began about 
January 1930, and I'eached in the spring of 1031 a point almost 
as low as in 1804, the lowest point in the nineteenth century. 
To analyse in detail the causes which brought this about would 
be far beyond the scope of this paper, but it is worth wliile to 
refer briefly to the factor to which it has most frequently been 
attributed, namely, general over-exj)ansion of ])roduction. 

At international discussions of the agricultural situation and 
elsewhere, the fall in wheat i)rices has been repeatedly reganled 
as if it were exclusively the result of this cause. The last decade 
has been spoken of as a period of growing over-production, 
culminating in the disastrous fall in prices of the last two years. 
I do not think, however, that it is jmssibU* to account for the 
recent Ixdiaviour of wheat prices solely by reference to tlic supply 
position. 

Firstly, as to the post-war period as a whole. What has 
actually been the trimd of production? The difliculty of com- 
paring the post-war and pre-war periods is greatly complicated 
by the violent disturbances which occurred both in production 
and consumption, in Russia, during and after the War; but by 
taking the total supplies available to the world outside Russia, 
that is to say, the production of other countries plus Russian 
exports, it is possil)lc to compare the rate of growth of wheat 
supplies in the two periods. On this basis, for the years 

^ Measured by a weighted index of the declared values of the various wheats 
imported into this country. 
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1890-1913 the trend showed an increase of approximately 53 
million bushels per annum. What was tlie position after 
the War ? Notwitlistanding the great increase in production in 
over-seas countries already described, world supplies, excluding 
Russia, have not in any post-war year reached a point as high 
as the line of pre-war trend projected into the post-war period. 
In the years 1919-22 they fell considerably Iwlow it. Trend alone 
considered, the really striking featuRj of this comparison is not 
the expansion of production after the War, but the sudden scl- 
hack to production caused by the War. This is not, of course, 
to deny that production in the post-war iieriod has outrun 
demand, but, having regard to the course of prices, it suggests 
that the chief effect of the War wa^ to bring about a profound 
disturbance in the normal growth of deimtul. What lies behind 
this disturbance 1 cannot here discuss. 

Secondly, when we come to the critical crop year of 1 929-30, 
in which the catastrophic fall in wheat prices began, the position 
is similar. The world’s crop was actually smtlhr than that of 
the previous year by approximately 12*8 per cent. There was, 
in fact, a repetition of what occurred in 1924, when the world’s 
harvest fell by 11*5 per cent., but while the former was followed 
by a sharp rise in prices, the latter led to a severe fall. It is 
true that the record harvest of 1928 temporarily increased supplies 
above the normal and led to heavy stocks being carried forward 
to the following year. But in spite of the accumulated stocks 
the total supjilies available in the 1929-30 crop year, that is to 
say, the total world production outside Russia plus the carry- 
over from the previous year, was substantially smaller than in 
the 1928-29 crop year. Exceptional abundance alone cannot, 
therefore, be held to account for the lower level of Avheat prices 
ill 1929-30 or for the very rapid fall in j>ri^os from January to 
September 1930. This was roughly the position up to the 
autumn of last year. During these years Russia as a factor in 
determining the international level of wheat prices was of negligible 
importance. 

But with her reappearance as an exporter in September 1930 
the situation underwent an extremely important change. Indeed, 
the position of Russia is so important that it calls for sjiecial 
comment. Her production during the last seven years has 
expanded very rapidly indeed. In the main, however, it has 
been a recovery from an extremely loiv level reached after the 
Revolution, and until recently the increased output has been 
almost entirely absorbed within the country. But by 1930 
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Russia had not only more than restored her pre-war acreage, 
but, if the official crop estimates of the Soviet Union correctly 
represents the facts, she harvested a crop which was greater 
by about 381 million bushels than that of the previous year, 
an increase in one year nearly equal to the entire Canadian 
crop of 1930. At this point she was once more in a position 
to claim a share in the world’s exports, and in the course 
of the year she exported something over 100 million bushels, 
or about two-thirds of her i>re-war average exports. Thus the 
world outside Russia, already faced with supplies substantially 
in excess of the effective demand, now had to meet an absolute 
addition to these supplies, and for the time at least a sharj) 
upward turn in trend of total world supplies available for export. 

Such are the main facts in reganl to the volume of supplies. 
Other factors which have had a bearing upon the fall in prices, 
to some of which 1 refer later on, arc the restrictive policies 
pursued in regard to imjiorls by the great majority of importing 
countries on the Continent of Europe; the movement in the 
prices of rye ^ and maize; variation in the milling cpiality of 
successive wheat crops; the influence upon the marhet of tluj 
heavy stocks ; the policies of the Canatlian Pools, and still more 
important of the Eederal Farm Board of the U.S.A. It is ])er- 
haps impossible completely to disentangle the causes of a situation 
so exceedingly complex as tin's is. I think, Jiowcver, that the 
correct infc^rcncc from the facts is that an acdual decline in con- 
sumption has i)laycd a much more important part in the fall 
in wheat prices than has commonly been supposed, i)articularly 
during the spread of the economic depression since the beginning 
of 1030. If statistics of consumption were more adccpiate and 
more reliable it might be possible to obtain corroborative evidence 
on this point, but as it is this conclusion must be rnaiidy an infer- 
ence from other facts. 

I wish now to turn to some of the long-term factors which 
have a bearing on tJic situation. 

The seventy years before the War saw great developments, 
not only in the exploitation of virgin lands and in the improve- 
ment of transport, but in the adoption of early maturing and 
drought-resisting varieties of wheat, and the use of new implements. 
But the post-war period has been marked perhaps by even 

^ In tho years 1928-30, Europe — ex Russia — ^harvested exceptionally largo 
crops of rye, averaging for thoso years about 22 per cent, above the average of 
1922 to 1924. 
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more revolutionary changes in the technique of crop production 
than any that occurred in the past century. These are partly 
due to changes in cultural practices, but mainly to the spread 
of mechanisation in the great wheat-producing countries over- 
seas. The subject of mechanisation in Jigricultuiv. has led to 
some very strong statements both in regard to tJic part it Jias 
played in the present depnissioii and to tlie inHuenco it is likely 
to exert in the future. For example, Dr. W. I. King, in the 
American Journal of Farm Econmnicji, asserted that — 

“ The gasolene engine has been the most important 
influence tejiding to keep the price of farm products low as 
compared with urban products, and lienee lower the farmer’s 
income, and to lead to that cityward migration of farmers 
which has been taking place.” 

Or, again, 0. A. Studensky, in the same Journal, states— 

“ At the bottom of the approaeliing agricultural crisis 
is an immense technical i*evohiiion brought about by the 
internal combustion engine. The ini|)ortanco of this revolu- 
tion for the future of agriculture defies imagination,” 

Whatever may be the truth in regard to these statements, there 
can be no doubt that the advent of the tractor and the combined 
harvester-thresher opened a mnv epoch in the technique of crop 
production, the possiliilities of which have hardly yet been 
realised. 

Some idea of the growth of mechanisation may be obtained 
from the following figures. The United States manufactured 
about 00,000 tractoi’s in 1017; in 1029 her jiroduction had risen 
to approximately 229,000. Her production of the combiiKMl 
harvester-thresher rose from a total of 270 in 1914 to nearly 
37,000 in 1920. According to oIJieial (\stimat('s the number of 
combines in use in Western Canada in 1924 was only 5, while in 
1029 it was about 7,250. Figures for the Argentine and Australia 
show a similar increase. 

Now the chief direct consequence of the a])plication of mcchani 
cal power to the farm has been a general raising of the speed of 
farm operations, a gradual increase in productivity per man 
employed, with a eonsequent mluction in the number employed 
per 1,000 acres. For exami)Ie, the i)rogressive reduction in the 
number of liours of labour required for harvesting and threshing 
resulting from the sctpience of new mechanical inventions is 
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illustrated by the following quotation from the American authority, 
R. H. Tolley : — 

“ When wheat was harvested with the sickle and threshed 
with the flail, from thirty-five to fifty houm of labour were 
necessary for harvesting and threshing an acre of wheat 
with a yield of fifteen bushels. The introduction of the 
cradle effected a saving of about ten hours per acre. At 
present, farmers in the Great Plains usually use from four 
to five hours of labour for harvesting and threshing an acre 
of wheat when it is harvested with a binder and threshed 
from the shock with a stationary thresher : from three to 
four hours’ of labour when the crop is harvested with the 
header and tlireshed with a stationary thresher; and an 
average of three-quarters of an hour of labour when the 
combined harvester-thresher is used.” 

I think, however, even more important than the trend 
exhibited in those figures is the profound change introduced 
into farm practice. Harvest time through all the ages has been 
the busiest season in grain farming. Traditionally it has imposed 
the greatest strain on the available labour staff. The organisa- 
tion of the farm, the number of draught animals, the number 
of implements and, to some extent, the area which could be 
sown with grain, have therefore all been determined with refer- 
ence to harvest time. In the United States and Canada, more- 
over, harvest needs have been met by withdrawing from the 
cities for harvesting purposes what has been described as ‘‘ an 
enormous fringe of casual labour, leaving it to disperse itself as 
best it might when the harvest is over.” Harvest ” excursions ” 
run from the big cities have been a conspicuous feat.ure of tlie 
Canadian summer, but the cost of harvest labour has been rela- 
tively high, namely from five to seven dollars j)er day. Now 
the effect of the introduction of the tractor and combine has 
been to smooth out this traditional “ peak ” in the labour curve. 
It has “ decasualised ” the harvest, and enabled the farmer with 
his small permanent labour staff to deal without difficulty with 
the heavy work at that season. 

The indirect consequences of this, and of the general spread 
of ‘‘ power farming,” are exceedingly important. Firstly, it has 
promoted the movement towards larger farms which is now 
conspicuous in the wheat-growing regions of the United States 
and Canada ; secondly, and still more important, it has helped 
to bring about the extension of farming, particularly in the 
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United Stcites and Australia, into areas of low yield, with rainfall 
as low as ten inches, so bringing under cultivation vast regions 
hitherto regarded as unprofitable. In the words of the United 
States Secretary of Agriculture, “ mechanisation is changing the 
wheat map of the United States.” Thirdly, by applying mechani- 
cal power not merely to the operation of harvesting but to those 
of ploughing and sowing, it has substantially raised the pro- 
ductivity per man, and lowered the over-all costs of producing 
the crop. To take two extreme instances as illustrations, it is 
claimed that the costs of wheat production in Kansas State 
have been reduced as low as 60 cents, a bushel ; wdiile, according to 
the U.S. Secretary for Agriculture, by substituting a cultivator 
drawn by a tractor, for a plough, as much as 1,600 acres can be 
cultivated by one man. Such results a few years ago would 
have been regarded with incredulity. Speaking generally of the 
United States, the output per agricultural worker is stated to 
have increased during the decade following the War by an average 
of 25 per cent. During this time, how^ever, more than 3,000,000 
people have left the land. 

Now what is the expectation in regard to the consequences 
of these truly revolutionary changes upon the world’s wheat 
situation ? The demand for wheat is relatively inelastic, and the 
increased output resulting from lower costs cannot be readily 
absorbed by a corresponding increase in consumption, as would 
be the case with a product for w’hich tliere is a more elastic 
demand. In a time when the iiopulation of wheat-eating countries 
is expanding more slowly than in the days of the rapid develop- 
ment of new wheat-fields in the nincteentli century, technical 
advances of tlie magnitude of those I have described seem to me 

carry with them the im])lication, other things being equal, 
of a continuous tendency towards over-production; of a con- 
tinuous jH'essure of wheat on the world’s markets as an inevit- 
able accompaniment of the spread of the new technique. Further- 
more, there are indirect (Minsequences of the use of mechanical 
power which increase this expectation. The adoption of the 
tractor on the farm and the automobile on the farm and in the 
towns has led to a reduction in the number of horses, and tJiere- 
foro to a decline in the acres of crop land required to feed them. 
In the United States it is estimated that no less than 25,000,000 
acres of crop land, previously required to 2)rovide feed for horses, 
have been released since 1918, and made available for crops for 
human consumption. I conclude, therefore, that in the absence 
of some unexpected influence, the spread of mechanisation 
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establishes the expectation over a long period, of a continuous 
struggle, possibly a painful struggle, between regions where the 
new technique is penetrating and costs are low, and regions 
where the old technique survives and costs are high. It implies, 
while it lasts, a relatively low level of wheat prices (other things 
being equal), and ultimately it can be solved, it seems to me, 
only by the gradual elimination of the weaker producing units. 

These technical changes in overseas countries arc no doubt 
partly due to the nature of the soil and climate, partly also to 
economic conditions. In Australia and Canada, for example, 
the farmer’s mind has constantly been bent towards the problem 
of economising human labour, because human labour has been 
scarce and expensive. But these are not the only factors. The 
United States, more strikingly i>eThaps than other countries, 
presents a contrast in aim and in the directive forces whi(;h 
govern their agricultural policy. Nothing is more noticeable 
than this if one visits American agricultural institutions or 
hears the views of American agriculturists. 

The American believes that progress comes from now inven- 
tions, new te(?hnique, new organisation ; from new discoveries 
which raise the general tempo of all productive o])eration8. He 
believes in a rising standard of life springing directly from these 
progressive elements in the nation’s economic s 3 ^stom. Un- 
hampered by tradition, he has been prepared to apply to agricul- 
ture the ideas whioli in other fields have contributed to the rapid 
rise in productivity per unit of the population. Indeed agri- 
cultural progress is constantly spoken of by reference to tliis 
mctasure, and the vast State organisation of agrUmltiiral research 
and education is directed towards this objective. If the American 
agriculturist has a passing regret for tlie migration of the i)opula- 
tion from the country to tlie towns, that is s(ddom up])ermost 
in his mind. It is at least compensated for by the increasing 
standard of living of the farmer and agricultural labourer. 
Mechanisation in agriculture is the logical outcome of this spirit. 
I do not suggest that this characteristic attitude of mind is the 
only or even the primary cause of the rationalisation in agri- 
culture which is taking place so rapidly in the United States. 
The ordinary forces of competition supi^ly the strongest motive 
for the adoption of each successive labour-saving device. But 
it creates an atmosphere in which fewer obsta<;les are placed in 
the way of the process of rationalisation than in other countries 
where other motives and other ideals predominate. 

When we turn to Europe we see a completely altered picture. 
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No longer do we find the urgent progressive spirit, but rather a 
technical conservatism always retarding the adoption of new 
methods. We see also, perliaps, liow deeply rooted, how far 
from a superficial dissimilarity in farm iiracticc, are some of the 
factors which create the contrast betwcicn tlie New and the 
Old World. AgricuKni’e over the greater i)art of Eurojic is 
founded on a tradition of the peasantry; technical i)racticcs 
slowly evolved out of age-long custom belonging to that tradi- 
tion, and it is a tradition wliieh few ]<]uropean statesmen are 
willing to sacrifice. Small farms, intensively cultivated ; a very 
high expenditure of human labour and little use of machines; 
peasant occupiers characterised by a thriftincss which is x)art of 
their traditional w'ay of life; who make a little go a long way 
so far as their family needs arc concerned; who follow with 
plodding routine their customary methods of cifltivation ; who 
not unnaturally are slow to adoi^t a new tcchni([ue, still less 
prepared for a radical n\sha]ung of their agricultural system or 
the amalgamation of small and um^conomic holdings. These 
are the characteristics of tlie I'hiropean countries wliosi^ agriculture 
rests mainly upon the peasant typ(i. But the ix^asant’s dislike 
of change, common to the peasantry throughout Europe, is not 
the only dotcn(Mit to technical ])rogrcss. In France, for example, 
the national value of the peasantry is intensely believed in.^ 
It is believed that the strength and manhood of France, her 
vitality no less than her military pow^c'r. depend ultimately upon 
the peasantry. To preserve the ])easantTy is a national need : 
the rural exodus is regarded as something to be avoitled, even at 
substantial sacrifice. France w-ould no longer be France if her 
economic life became predominantly industrial or her agriculture 
pnHlominantly mechanised. For exainph', M. Baribc, a well- 
known commentator on Fremdi agiiculture, says ; 

We may set down one first principle. Industrial 
development ought not w’ith us to be pursued at the ex])cnse 
of agriculture. Wo have always been an agricultural 
country. We ought not to attenn^t to become a country 
essentially industrial. All the productive forces, all the 
natural dispositions so numerous and varied of France, 
would be dilficult to use if aecidental or temporary circum- 
stances wore allowed to lead us into one professioji to the 

^ An iUumiiiaiing aecoiint of the Agriciiltuml Pol«*y of Franco is contuinofl in 
articles by Professor Kexford Tiigwell of Colinubia Univoi*sity, the Political 
Science Quarterly, Vol. XLV, from which tho following two (luotations Jiavo bet*n 
oxtructod. 
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exclusion of others. Our future and our tradition alike 
demand that we furnish to the world the example of a wise 
and harmonious balance. To ruin the culture of the soil 
for the purpose of making France over into an industrial 
nation — that would be folly.’* 

Rooted in these traditions, with policy governed by con- 
siderations of over-riding national aims, the technical evolution 
of agriculture naturally takes a different course. Technical 
progress does not receive the stimulus which is applied to it in 
countries unfettered by such considerations as these. To quote 
Professor Tugwell : 

** As new knowledge is made available and new pro- 
cesses are developed there cannot be complete immunity. 
Rut wliat is new is not welcomed ; there is hesitation and 
scrutiny to discover whether what is suggested can be made 
to lit into the old scheme without great disturbance; it 
must be assimilated. So, for instance, tiie co-operative 
movement has grown into the rural economy slowly. It 
has made no obvious surface differences whicli are apparent 
to the eye. And so evolution in the types of cultures used 
has come slowly; cereals have decreased in acreage, but 
not so rapidly as to threaten a shortage of domestic supplies 
for bread. Even now it is only in poor wheat years that 
resort is had to importation ; for the rise in yield per liectare 
has kept the total size of the crops constant — or nearly so, 
with normal variations. . . . The peasant home and the 
land arc thought of as something to bo worked for and 
preserved, ends in themselves rather than instruments by 
which to rise to a higher estate in the world ; . . . one who 
fails to see this cannot possibly understand the tendencies 
of French policy. . . 

Elsewhere in Europe^ the same spirit prevails, though the 
practical expression of it may be different. Switzerland, Ger- 
many, Austria, Poland and the agrarian States of Eastern Europe 
each has its peasant tradition. In most the rural exodus, so 
often a subject of comment, is regarded, if not as calamitous, 
at least as a movement which it is the legitimate aim of public 
policy to prevent. In the majority of European countries a 
drastic rationalisation of farming, a remodelling of farms, an 
enlargement of fields and a re-equipment with modern labour- 
saving machinery, which would enable them to compete on more 
equal terms with the produce from overseas, even if the absorp- 
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tion of the displaced labour in other occupations were possible, 
would be so alien to this spirit that it would meet not merely 
with the inevitaWo opposition of the peasants tliemselves, but 
with disapproval from those responsible for national policy. 

Now the economic consequences of this cannot fail to be 
far-reaching. Europe remains the great market for the world’s 
surplus wheat, but she also remains one of the great wheat- 
producing regions. What has just ])een said seems, therefore, 
to imply a continued struggle during the coming decades between 
European producers and those of overseas countries for their 
share in the European market, a struggle which is not new, but 
is certainly more intense, and one which, although superficially 
a competition between an older and a more advanced technique, 
in reality assumes the character it does because of wide —indeed 
fundamental — differences in national sentiment and national 
traditions. Russia alone of European countries has thrown the 
whole peasant tradition overboard and is socking to carry out a 
rationalisation of agriculture at a speed not attempted by any 
other country in the world. 

What has been the reply of the rest of Europe to the mechanisa- 
tion of agriculture in the new countries? Confronted with the 
growing pressure of wheat from overseas, it has resorted during 
the post-war years increasingly to protection. Germany has 
raised her duties on wheat or wdicat flour nine times since 1924; 
France six times; Italy live times; while imports into all the 
other importing countries of Continental Europe (except Den- 
mark) arc subject to some form of restriction. France, Germany, 
Sweden, Holland, Norway, Switzerland and Italy have all taken 
measures to enforce the compulsory milling of a fixed quota of 
home-grown wheat. Belgium and Portugal permit the importa- 
tion of wheat uiuhu’ licence; Norway has a State monopoly. 
So drastic has been the protective policy in France and Germany 
during the recent slump of wheat prices in the chief wheat markets 
of the world, that domestic prices in these countries have a(jtually 
risen, ultimately reaching a level more than double the corre- 
sponding figure in this country. The actual figures for last 
Juno WTro : 
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It seems clear that the European deficit countries can con- 
tinue to protect their peasant agriculture and maintain their 
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production by means of tariffs and other protective measures 
SO long as their consuming public is prepared to put up with the 
higher price of bread. But their action has introduced an 
unusual degree of artificiality into the present wheat situation, 
and has also tended to concentrate the full pressure of the world’s 
surplus upon Croat Britain, tlio one great free market of the 
world. 

In the light of what has occunud it is hardly to be wondered 
at that, apart from Great Britain, the agricultural depi'ession 
has been felt with giuat severity in the surplus-producing countries 
of tile Danube basin. Hero the spirit and tradition of the 
pleasantry is no less strong, but the high hopes built upon the 
agrarian reforms whicli have been introduced since the War 
liave i^roved to a large extent illusory in the face of falling prices, 
while the destruction of the big estates and their subdivision 
into small-holdings, has almost certainly increased tlic technical 
difficulties of competing with the eheai) wheat from mechanised 
farms ov(‘rs(^as. 

Before ending, I must rch'i* briefly to two otIuT matters of 
importance bearing uimn the ])resent position. To the arti- 
ficiality created by the piolicy of controlling iinpiorts in importing 
countries, there is a eounterimrt in the attempts to control 
exports and domestic sales in (Wiada and the United States. 

I have not time to distmss h('rc the ])oli(;y during the last 
few years of the Wlu^at Pool and the Ped(‘ral Farm Hoard, though 
they provide an exceedingly inten'sting study. 15oth have 
existed with the jiriinary object of im|>roving the piricc which 
their farmers receive for their wheat, both have aimed at orderly 
marketing, both at the stabilisation of juices, both have cxjircssly 
sought to “ eliminate speculation ” though both have engaged in 
it. Now since these organisations have no control over pro- 
duction, their chief moans of influeiuing puices lies in their 
jiowers to hold wheat off the market. In consequcuice of this 
they have been subject to severe criticism. In regard to the 
Pool, although the directors deny ever having followed a holding 
poli(;y, my own view, the reasons for wiiicdi would take too long 
to set out here, is that there is some substance in the criticism 
that at times the Pool has 2)ursued Avhat amounts to a holding 
policy, when to sell moi*c fi*ccly would liave bc(Ui the wiser course, 
but I think its policy has (jontributed very much less to the creation 
of an artificial and unhealthy situation in the world as a whole than 
its critics allege. As to the Farm Board there is no doubt what- 
ever about their piolicy of holding. Tiieir so-called “ price 



1931] 


TUB world’s wheat SITUATION 


563 


influencing ” measures have been much more ambitious than 
anything attempted by the Pool. The policy of the Farm 
Board has been, roughly speaking, to support domestic vdieat 
prices, by purchases of wheat or otherwise, when they con- 
sidered that the price at which it was selling was too low. 
In so doing they acted as they were bound to act, mainly on 
their judgment of the statistical position of wheat. But i)ricc 
forecasts based on tliis position, in the economic conditions 
which prevailed from the autumn of 1929 onwards, were, to 
say the least of it, exceedingly difficult to make. In actual 
fact the Board entered the market three times either directly 
or through its subsidiaries, and on eaxdi occasion apparently 
with the belief tluit the low prices were only temporary; 
in the autumn of 1929, when it made loans to growers to enable 
them to hold their wheat; during February to May 1930, when 
the Grain Stabilisation Corporation bought futures, and finally in 
November 1930 and lato, when it again entered the futures 
market, first in support of December futures in (3iicago and later 
of May future's. Jhit the interesting feature is that on cacdi 
oc(;asioii the Board supported wdieat prices at a loucr level, 
roughly at 115, 105 and <S() cents respectively. ’Ihe recovery of 
prices which was essential to the success of these operations 
never came, and the Farm Board were left to carry fonvard 
their Iu*avy stocks, purchased to a largo extent at prices far 
above those ruling to-day. 

The prk^e-lixing policy has now been abandoned, but the 
total American cairy-over on August 1st last was officially 
estimated at the i*ccord figui-e of 319 million bushels. There 
can be little doubt that the existence of Ihese enormous stocks 
to-day and the uncertainty as to the Farm Board's politry exert 
a demoralising influence upon the international grain markets 
and a depressing elicct on prices. 

Finally, there remains the imsitioii of liussia, to my mind 
the most important single factor of all. It is necessarily obscure 
on ma!iy ])oints, but it seems fairly clear that neither lier ])ro- 
duction programme nor her export policy is being 
I)rimarily in relation to the international level of wheat jmces. 
Her production is being develoj)ed according to “ ])lan ” ; her 
exjjort i)olicy (for the time being at any rate) seems to have 
been dictated chiefly by exchange considerations. But from 
the i)oint of view of Avheat producers in the outside world, the 
most disturbing factor is the magnitude of the planned addition 
of her wheat ac-reage under her present j)rogramme. This is 
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seen if we consider to-day’s position in the principal wheat- 
growing countries. 

As was inevitable, low prices are bringing about a contraction 
in acreage in the four principal non-European wheat-producing 
countries. The estimated reduction in the current year is about 
ISg million acres. In addition to these, (,'anada, owing to the 
disastrous drought, has harvested a crop of only about half the 
normal size — an event which, though it may ndieve the world 
situation, may prove to be the greatest calamity that has ever 
befallen wheat-growers in that country. If these were the only 
changes, they would go a long way towards bringing about an 
improvement in wheat prices, but, on the other hand, according 
to the figures of the International Institute of Agriculture, the 
actual expansion in Russia durmg the current year has amounted 
to approximately 10 million acres, while a further 10 million 
acres arc apparently proposed in 1932. 

Such is briefly the world’s wheat position to-day, and for the 
time being it holds out little hope of a recovery in wheat prices 
to parity with commodity prices generally. But even when all 
adjustments consequent upon the tcmi)orary conditions of over 
supply and economic depression have taken place, there still 
remain the long-term factors tending to keep wheat prices at a 
relatively low level : — the spread of mechanisation ; the develop- 
ment of new wheat varieties; the extension of tlio wheat area 
into drier and colder regions; the imi)rovemcnt of cultural 
practices; the expansion of pn)duction on farms where costs 
are low ; the struggle to maintain their position in face of such 
competition by growers w'hosc costs arc relatively high; the 
determination of the older countries to preserve their i)casant 
systems, if need be by permanently sheltc^ring them against the 
competition of advanced productive technique. VV^ith the slower 
rate of expansion of population in the principal wheat-con- 
suming countries than in previous periods, together with a 
certain diminution in consumption per head in a few important 
countries, an increasing output is Jess likely than formerly to be 
absorbed by an increasing consumption in these regions. Such 
factors alone are enough, I suggest, to establish the cxpcctcation 
that irrespective of the general course of commodity prices, the 
price of wheat over a period of years is likely to be low in 
relation to prices of other things. 

But in addition to this there is the potential output from 
Russia. If Russia is able to continue lier present policy, if the 
X)lanned addition to her wheat lands arc actually brought under 
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crops, if she succeeds in surmounting her present difficulties 
(which are very great) in applying mechanised practice to the 
production of her grain crops, and if her present need and 
present determination to regain her former position as a 
wheat exporter continues to dominate her policy, future exports 
from Russia will (constitute an (exceedingly formidable factor 
operating in the same direction. 


R. R. Enfield 



THE LAW OF DECREASING COSTS 

In a former article ^ I made an attempt to analyse the con- 
ditions of equilibrium in the long and short periods with reference 
to marginal prime, average prime and supplementary costs. Two 
classes of case were considered, first that of pure competition, 
and secondly that in which “ the source of supply is not small 
in relation to the whole industry.” It was maintained that in 
the second case the volume of output is determined by the inter- 
section of the marginal prime cost curve and a curve derived 
from the demand curve wliich I called the increment of aggregate 
demand curve, and that the law of decreasing costs might then 
prevail in the long and short ixuiods. 

The increment of aggregate demand curve becomes relevant 
and the jjossibility of decreasing costs avisos if and when a firm 
is confronted with a demand for its product of Jess than infinite 
elasticity. The definition wlieie tlie source of siqqily is not 
small in relation to the whole industry ” is too narrow to cover 
all firms confronted with a demand of this kind. Mr. SralTa has, 
in a welbknowii article, laid stress on the case when small indi- 
vidual firms are held in equilibrium by being subject to increasing 
marketing exi^onses. Where the product is not completi^ly 
standardised or the market not organised, the individual pro- 
ducer may, although quite small, have increasing difficulty in 
marketing increments of produce. 

I propose to examine in wh.at follows the ndation between 
the kind of conditions which Mr. »SralTa has envisaged and the law 
of decreasing costs. The first iiaragraph is concerned with the 
compatibility of comjietitive equilibrium with short-i)criod 
decreasing costs, ^ the second is concoriiod with the compatibility 
of competitive equilibrium and with short-j)eriod decreasing costs 
profit, the third with the compatibility of competitive equilibrium 
with long-period decreasing costs,^ and the fourth with the possi- 
bility that short- and long-period decreasing costs may be the 
normal condition of certain industries. 

^ Kconomic Journal, Juno 1930. 

* Ihid.t Docembor 1926. 

® “ Shorfc-poriod docroasing costs ’* is doiinod as iho condition in which a rise 
in demand for a short period brings about a full in the marginal cost of production. 

^ See tho definition of short-period decreasing costs,** but substitute the word 
“ long ** for “ short.** 
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A firm whoso product is not standardised or whose market 
is not organised may meet the difficulty of marketing increments 
of produce in two ways : by lowering the price, or by increasing 
marketing expenses. In so far as the conditions of the market 
allow a difference of price for the product of different sources, 
and the former method is adopted, the analysis of the equilibrium 
of the firm in this case may be assimilated to that provided in 
my former article, section II, “ where the source of supply is 
not small in relation to the whole imlustry.*’ 

It is important also, however, to consider the status of market- 
ing expenses. Mr. Sraffa holds that it is possible and “ formally 
correct ” to include marketing expenses in the cost of production, 
but gives grounds for holding such a method of approach un- 
satisfactory and misleading. But so long as we use the concepts 
of supply and demand schedules in analysing the market com- 
plex, it is difficult to avoid putting these costs on the supply side. 

For the purpose in hand wo may confine our attention to 
marginal comi3etitive marketing costs, i.e. those costs of market- 
ing which are necessary to ward off the competitor at the frontier 
of a sj^here of influence. It is assumed thfit any attempt to 
push out into the competitor’s territory is attended with rising 
marketing costs jicr unit of sales, and that a surrender of territory 
to him would allow' a reduction in them. 

Marginal competitive marketing costs can thus be represented 
as a function of the output of the individual firm. But it appears 
that they do not depend on this only. For lot a rise in demancl 
supervene on equilibrium, causing an increase of output : if the 
rise is evenly diffused over the whole market, firms should be 
able to maintain their frontiers without increase of marketing 
effort. A higher conqietitive marketing cost is the x)ricc of 
trespass into the neighbour’s territory. If no trespass in either 
direction occurs, no rise in this cost j)er unit at the margin should 
occur. But all will be producing more in the new equilibrium. 

It seems to follow from this that the marginal competitive 
marketing cost is a function not only of the quantity of output, 
but also of the state of demand. But if this is so, a complete 
reconstruction of the notion of a supply schedule becomes neces- 
sary. In the usual analysis supply and demand schedules are 
regarded as independent of one another. On the new*^ view 
every demand schedule has its own appropriate siqjply schedule. 
To determine equilibrium after a change in the former, the latter 
No. 164. — VOL. XLI. PI’ 
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also must be changed. The customary graphical representation 
of supply is no longer possible. Any given supply schedule of 
the old type is only valid while the demand remains constant. 
To draw a single supply schedule to be valid for all states of 
demand, it is necessary to use three dimensions. Cost becomes 
a function of two independent variables quantity of output and 
state of demand.^ Thus the traditional analysis breaks down. 

This at once seems to throw light on the vexed question of 
how a condition of decreasing costs may bo compatible with 
competitive equilibrium. In equilibrium the state of demand 
may be taken to be coiistaiit^and the cost of production becomes 
a function of one variable, viz. quantity of output. It is thus 
a sufficient condition of equilibrium that costs should rise for 
increasing quantities of output. The expressions decreasing 
and increasing costs are, however, usually taken to refer to the 
response in supply price to changes in demand. So long as the 
supply schedule was conceived as independent of the demand 
schedule, the effect of a change in the latter could bo read off 
from a curve showing cost as a function of output ; if that had 
an upward gradient between its poijits of intersection with the 
old and new demand curves, prices were expected to rise. But 
if to determine the now equilibrium a new supply schedule has 
to be drawn, derived from a cost curve a component part of 
which is marginal marketing cost (now reduced throughout the 
relevant range), it cannot be determined a ‘priori from the upward 
slope of the old curve whether the point of intersection of tlio 
two new curves will be above or below the old point. If the 
new price is below the old one, then in the accepted sense of the 
term the firm is subject to decreasing costs, and, if we may sup- 
pose the firm to be an equilibrium one in Professor Pigou’s sense,'-* 
the whole industry is subject to decreasing costs. Thus com- 
petitive equilibrium is compatible with decreasing costs in the 
ordinary sense of that expression. 

If it be supposed that in a firm costs other than com[X)titive 
marketing costs are falling Jit the old equilil>rium, but that the 
rise in the latter more than offsets the fall in the former, so that 
the total cost schedule (old ty|)e) is a rising one, it can be shown 
that the firm is subject to decreasing costs. For suppose an 
increase in demand evenly diffused among the various particular 

^ If a change in the state of demand may bo complex, t.e. involve elasticity as 
well as intensity, four (or mom) dimeiiHions are necessary for a representation of 
supply. 

* Figou, JCconofnicH of Welfare, od. 1929, p. 788. 
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spheres of influence ; an increase of market can then be secured 
for each firm without trespass on its neighbour’s sphere, and 
therefore without increase of marginal competitive marketing 
cost per unit. But if the marginal marketing cost is the same 
as in the old equilibrium, and the residual marginal costs arc 
lower owing to the larger output, combined marginal costs will 
bo lower in the new equilibrium than in the old. Thus a firm 
which has costs other than competitive marketing costs falling, 
but is hold in equilibrium by total costs, considered as a function 
of output only, rising, is subject to the law of decreasing costs. 

« 

II 

The second difficulty in supposing a competitive equilibrium 
to be compatible with the condition of short-period decreasing 
costs arises from the fact that if marginal costs are falling, the 
marginal prime cost will probably be less thiin the average prime 
cost,^ and if the price is equal to the marginal cost, total prime 
costs will not be covered. 

This difficulty is resolved when it is romembererl tliat while 
competitive marketing costs must bo excluded in determining 
whether an industry is subject to decreasing costs, in equilibrium 
the price must cover the marginal competitive r)iarketing costs. 
The aggregated marginal cost curve (old type) is supposed to bo 
rising in equilibrium. Marginal marketing costs will stand above 
the average marketing costs, and the difference should more than 
make up for the fact that marginal productive costs ^ are below 
average j)roductive costs ; in this case combined marginal prime 
costs, to which the price is equated, will stand above combined 
average prime costs. 

A complete account of the matter is not quite so simple. 
Where the market is not thoroughly unified even a small indi- 
vidual firm may, as Mr. Sraffa observes, be confronted with a 
demand curve of less than infinite elasticity. The curve of the 
demand for the products from an individual source of supply 
is not in these circumstances a wholly unambiguous concept. 
Starting from a given equilibrium, if an individual firm desires 
to expand sales, it may adopt both the device of lowering j)rices 
and of increasing marketing costs ; the converse applies to con- 
traction inside a given point. How', then, should wo plot out 
the demand curve with which the individual is confronted ? It 

^ Economic Journal, Juno, 19 JO, p. 2JJ. 

* Tlio expression “ productive costs ” is here used ns equivalent to all prim© 
costs less competitive marketing costs. 

PP2 
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seeiRd to be the best plan to assume that in departing from a 
given equilibrium the individual will follow the path of maximum 
receipts, will cut down prices by that amount and increase soiling 
expenses by that amount which will in the aggregate involve 
him in least loss of not receipts ; or will raise prices by that amount 
and out down soiling expenses by that amount which will bring 
the greatest not gain. Then wo may plot that section of the 
demand curve which lies on either side of equilibrium on the 
assumption that ho would combine price regulation and selling 
expense in the way most advantageous to himself. 

"I’o illustrate how a fallitig particular demand curve affects 
the relation of costs to price, we may suppose that the whole 
manipulation of the market at the disposal of the individual firm 
consists of j)rice regulation, and that the soiling expenses are 
null. In such a case the marginal cost curve would bo composed 
solely of productive costs. Even so, falling marginal costs arc 
compatible with profit. For the i)oint of equilibrium is deter- 
mined by the point of intersection of the marginal cost curve, 
and the increment of aggregate demand curve. ^ A halt is called 
to production at the point at which the not increment of cost 
rises above the net increment of recepts due to it. But if the 
demand curve is falling, the increment of net receipts du(j to an 
extra unit is less than the price per unit. If //i is the luice jxu* 
unit and i] the elasticity of demand at the point of equilibrium, 

the increment of receipts falls short of the price by If the 

elasticity is equal to or less than one, there are no net receipts. 
It must be remembered that the particular demand curve with 
which the individual is confronted has a far greater elasticity 
than that of the market, since the products of competitors are 
available as substitutes; indeed, it a])proaclies infinity as the 
organisation of the market approaches (xjrfection. 

The statement that the marginal cost of production is, in 
equilibrium, equal to the price, less the price divided by tlie 
elasticity of demand, has universal applicability. Pure com- 
petition with a perfectly organised inarki^t is the special case 
in which elasticity is infinity and the marginal cost of production 
is therefore equal to the price. 

^ KcoNo.Mia JouK.VAL, Jiino 1930, pp. 238 230. 

* The increment of nggn^gato rcHjeipis is 

— . -y i- 
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Since the price exceeds the marginal cost of production by 

tlicre is a possibility of profit. Receipts will exceed total 

prime costs if the gradient of the particular demand curve is 
greater than that of the average prime cost curve. ^ If is the 
average prime cost at equilibrium and K represents overhead 
cost plus a normal return to capital invested, profits in equilibrium 
will be super-normal or sub-normal according as x{yi — Zi) 
exceeds or falls short of K. 

The adjoining diagram illustrates a position of equilibrium 
with normal profit and falling costs w^hore marketing expenses 



arc null. KCm, KCp and 7X\ - reincscnt marginal prime, total 
))rime and total costs respectively. DD' is the demand curve 
and DD" the increment of aggregate demand curve.® Q is the 

^ In oqiiilibriuin tho niargiiin] prime cost is equal to the iiicrcmont of aggro- 
gale ileiiinml. If is oquilibriiim pri <'0 (iiid Zj tlie average marginal cogt in 

oqnilibriiiin, i.e, j/i -j- 'i'l'on 2/i > Z], if 

(IJC (itC UJCr tlx 

— i.e. if lh(? gradient of tlio particular douiand eurve is greater 

(lx dx 

than that of tlio average prinu» cost curve. 

From the further condition of equilibrium that the increment of aggregate de- 
mand curve falls below the marginal prime cost eurve, ? .e.tliat- ^ 

it ci^n be deduced that — -j- - will be greater than — A, and therefore tliat will 

bo greater than if - Thus in llio simple ease of linear supply 

and demand functions, must exceed Cj. 

* Economic JouRNAi., Juno 1930. 


» fbid. 
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point of intersection of KCm and A perpendicular, QM, 

to the horizontal axis outs DD' and KCp at P and jB. QM 
represents marginal cost and PM price. QE represents the 
excess of average over marginal prime cost, and PR the excess 
of price over average prime cost. If LGtj the total costs curve 
happens, as in the diagram, to intersect DD' at P, normal j^rofits 
are earned. 

The intention of the foregoing analysis has been to demon- 
strate the possibility of the law of decreasing costs co-existing 
with competitive equilibrium. To do this it had to be assumed 
either that there were competitive marketing costs, or that the 
market failed to be completely unified, so that a falling demand 
for the products of an individual firm was possible, or both. In 
the first case it was necessary to abandon the orthodox notion 
that the supply price can be appropriately regarded as a function 
of one variable, viz. quantity of output of thc^ source, or, even as, 
in the manner of Professor Pigou, a fmuition of two variablcjs, 
viz. the quantity of output of the source and that of the wdiolo 
industry. It must be regardi^fl as also dependent on the state 
of demand. 

With either or l)oth of these assumptions, the tw^o main 
difficulties in the way of supposing equilibrium to bo compatible 
with decreasing costs are overcome, viz. the difficulty thfit the 
equilibrium firm would be tempted to expand out})ut, and the 
difficulty that the equilibrium firm would 1)0 making a loss. 

Ill 

The next question to be considered is how far this equilibrium 
can be regarded as a long -})criod one. It should be noted, how- 
ever, that orthodox theory does not even j)rovide for a short- 
period equilibrium with decreasing costs. That is clearly a 
matter of importance for the analysis of the trade cycle. 

If a source is subject to decreasing costs, it must be producing 
at what is, from the ])roductive point of view, less than the opti- 
mum rate. Is this consistent wdth long-pcu-iod equilibrium? 
Will it not be in the interest of sources in this condition to amalga- 
mate, and so to raise the output of some to a point of increasing 
costs, while putting others out of commission ? 

It was put forward above that sources subject to decrcjising 
costs may be held in equilibrium by increasing competitive 
marketing expenses. These should be understood to include 
all costs involved in invading a competitor’s territory, and there- 
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fore to include the costs of transport. These costs form a part 
of the class of costs which rise per unit with an increase of out- 
put if the demand is constant, but depend on the intensity of 
demand in a given area. If the expansion of a source, a, is 
checked by the rising costs of transporting into b's area, an 
amalgamation by which a received Va goodwill would not reduce 
these costs, or, consequently make any expansion of a, ceteris 
paribus, profitable. If the population or the market is sufficiently 
sparsely spread, it may be cheaper from every point of view to 
have a larger number of sources than would be desirable if trans- 
port charges could be neglected, to have, that is, sources pro- 
ducing at less than their optimum rate. Concentration might 
bring economies on the productive side; but these would only 
be net economies if and when the market became denser. Thus 
an industry may be in long-period equilibrium with productive 
costs falling, whenever the rise in transporting costs attendant 
on greater concentration would alone suffice to make gross marginal 
costs rise as a result of ihci concentration. Such an industry may 
bo in long-period equilibrium and subject to the law of 
decreasing costs. 

The rise in competitive marketing costs may be due to the 
more intensive salesmanship required, and not to higher transport 
charges. If it could bo assumed that all firms were willing to 
lose their individual identity in the interest of long-period profit, 
then the equilibrium maintained by rising competitive salesman- 
ship costs could not be regarded as a long-period one. Individual- 
ism should probably be treated as an influence of lasting im- 
portance. It might bo assumed, for the sake of argument, that 
(jrrors of tenacious individualism are at all times and in all coun- 
tries likel}’^ to be offset by a frivolous inclination to rush into 
injudicious amalgamations. Such an assumption would con- 
stitute a pedantic refusal to take relevant factors into account, 
a parody of the proper use of the concept, economic man. Mr. 
Shove has made a further elaboration of this point unnecessaiy . ^ 
The period of the equilibrium maintained by the presence of 
these kinds of costs is a sufficiently long one. 

IV 

It remains to consider how far a condition of decreasing costs 
can be normal to certain industries. Must we content ourselves 
with saying that any industry may got into the condition of 
decreasing costs for short or long periods, but that such a con- 

^ Economic JouKNAL, March 19!)0. 
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dition does not arise out of the nature of any special class of 
industries? Must we abandon the expression “increasing 
returns industries ” ? 

This topic must be divided into two parts : 1. Costs are 
rising in response to short-period increases in demand, but falling 
in response to long-period increases, if the plant of the equilibrium 
firm is being used up to capacity, but is constructed on less than 
the optimum scale. 2. Costs are falling in response to short- 
period increases in demand, if the plant of the equilibrium firm 
is not being used up to full capacity. 

1. Is there any general characteristic of an industry which 
is likely to lead to the result that the equilibrium firm has its 
plant constructed on less than the optimum scale ? The presence 
of transport charges of appreciable importance or individualism 
or both must be assumed. By presence of individualism is meant 
that the pertinacious desire of firms to retain their individual 
identity prevails over the tendency to rush into injudicious 
amalgamations. The general characteristic may be stated 
simply : it is that, if technical improvements of a kind that 
involve a larger optimum source of supply are occurring, the 
rate of expansion of the optimum source of supply exceeds the 
rate of increase of the demand. Roughly, then, we may think 
of industries in which technical inventions make the optimum 
size of the source of supply increase rapidly as likely to be increas- 
ing returns industries. U'he decrease in cost will occur in this 
case in response to long-period, i.e, sustained, rises in demand. 

2. Are there any industries in which decreasing costs in 
response to short-period rises in demand can bo considered as 
normal ? Prima facie the condition in which tiu) x)lant of the 
equilibrium firm was working under cai)acity would seem to bo 
peculiar to certain ])hases of the conjuncture. Who, it might bo 
asked, would construct a plant the optimum capacity of which 
was in excess of the prospective normal demand ? The objector 
to decreasing costs can bo met even on this ground. If the 
prospective normal demand of tho equilibrium firm is such that 
it will not absorb tho optimum output of tlio optimum plant, 
it is probable that the firm will construct a jdant the optimum out- 
put of which will exceed tho pros 2 )octivo normal output. In tliis 
case tho plant, when producing for tho normal demand, will 
show decreasing costs. If a firm is considering the desirability 
of reconstruction and the proi)er scale of operations, tho question 
which it asks is, not — What is tho plant the optimum output 
of which the normal demand will absorb? but — What is tho 
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plant with which the normal demand can be met most cheaply ? 
If an increase of scale provides substcantial cconomic^s, such an 
increase may be desirable, even if full advantage of the economies 
cannot bo taken. 

The truth of this ciin be very simply illustrated diagramatic- 
ally (Fig. 2). The cost of production may bo represented by a 
family of parabolas, each of which shows the cost of any output 
from a plant of given size. The lowest point of the ])arabola 
shows the cost of the optimum output from its plant. The 
minimum point is sui)poscd lower the larger the size of plant, 
and the locus of these points a curve falling smoothly for in- 
creasing values of x, the output. It is required to find the proi)er 
size of jdant for any given prospective normal demand, Xi. This 



is tlie jdant tlie j^arabola of wliieh has of all the i)arabolas tlu^ 
lowest value for ; aq units c.an be produced most cheaply from 
a plant of such a size. Plot a curve (see Fig. 2) the ordinate of 
which is equal to tluj lowest of the ordinates of all the parabolas 
for each value of x. Such a curve (tlie enveloix?) may be called 
the long-period productive cost curve, for it shows the cost of 
producing the normally required output aq, if that is 2)rop(Tly 
foreseen. If, as we suppose, the equilibrium firm has its plant 
constructed on less than the optinuim scale, the long-period pro- 
ductive cost curve is falling in the neighbourhood of equilibrium. 
The long-period prodiudivc cost curve must never intersect any 
parabola of the family, for if it did, it would for some value of x 
stand above the lowest value of one of the family. It follows that 
the long-period productive cost curve is for every value of x 
tangential to the parabola of the appro])riato ])lant. But the 
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long-period productive cost curve has a downward gradient. 
The parabola of the appropriate plant has, therefore, also a 
downward gradient at the point of normal output. This 
means that when the demand for the output of a firm is 
precisely that which the firm had in mind in constructing its 
plant, the parabola showing the costs of that plant has a down- 
ward gradient for that output, and the plant is being worked 
at less than its optimum capacity. Consequently in normal 
times the output of this firm may be subject to decreasing costs 
in response to a short-period rise in demand,^ and the rate at 
which costs decrease in the neighbourhood of normal is precisely 
equal to the rate at which costs decrease in response to a long- 
period rise in demand. 

The eonclusions of this article may be briefly summarised. 

1. If competitive marketing costs are present, or if the equili- 
brium source is confronted with a falling demand schedule, com- 
petitive equilibrium is consistent with decreasing costs in the 
short period. To give a correct representation of the effect of 
competitive marketing costs, the orthodox supply schedule is 
inadequate. Supply price must be considered as a function 
of the state of demand as well as of output. If marginal costs 
other than competitive marketing costs are falling at equilibrium, 
the firm is subject to the law of decreasing costs in tho short period. 

2. Profit is consistent with this equilibrium. 

3. Competitive equilibrium is consistent with decreasing 
costs in the long period also, if appreciable transport costs are 
involved, or if a spirit of individualism is prevalent among erUre- 
preneuTs. 

4. Competitive equilibrium with decreasing costs in the 
short and long periods may be regarded as normal to industries 
the rate of expansion in the optimum plant of which exceeds the 
rate of increase in demand. 

There has been no reference to the question of external 
economics. 

The considerations brought forward seem sufficient to estab- 
lish the legitimacy of the conception of increasing returns indus- 
tries. 

R. P. flARROD 

Christ Church, 

Oxford, 

^ It not possible to say that tho output is subject to decreasing costs in 
rwjponso to a short-period riso in demand, since tho parabola is a total costs curve 
ai.d rising marginal arc consistent with fulling total costs. 



THE RESULTS OF THE 1928 NEW ISSUE BOOM 


Tite year 1928 was notable for the buoyancy of the liondon 
market, prices generally showing a rising tendency. During 
this period no fewer than 282 new issues of ordinary, preferred, 
and deferred shares, and of industrial debentures, were brought 
out on the market. (Home, Foreign & Colonial, Government 
and Corporation Bonds, as well as shares introduced privately, 
have been excluded from this inquiry.) A large number of the 
above commercial issues were, however, undertaken by promoters 
of one kind and another whose flotations proved wholly unsound. 
4'ho trade of the companies concerned varied from automatic 
machines of all varieties to colour photography and artificial 
silks. Under the stimulus of the boom in stock prices the public 
subscribed all too ivadily to these new coriipanies, with the results 
shown in the following figures : 

1. I^otal capital subscribed in 1928 as between 
ord., pref., def. shares and debentures for 

284 companies f 110,803,700 

Total market value of the capital subscribed 

as at May 1st, 1931 (where ascertainable) . 08,133,(500 

^ Net capital depi*eciation as at May 1st, 1931 £48,070,100 

— lOO/ 

. o 

On tin’s basis the depreciation sufftneil by the investor between 
1928 and 1931 on the above subscribed capital of £117 millions 
is sliown to be £48*7 millions, equal to 42 p('r cent, on the amount 
originally invested. 

The above figures are all-inclusive. Iliat is, the £50 millions 
net capital de]3reciation has been arrived at by calculating not 
only the decline in market value of the shares of those companies 
still in existence and opcn’ating, but also by including the capital 
sums definitely and irrevocably lost through the winding up 
of concerns floated in 1928. This, therefore, is effective loss, 
and shown as such, but is not quite accurately described by 

^ J,e. aft(*r ullowinj; for approciutioii on those sliaros whirli have risen in 
valuo. Among those the Ford is a <*oiispi(;uous item, nefoniiting iilono for 
£5 millions capital appreciation, Eor this reason tho above figures nro repeated 
on the next page with the exclusion of the Ford item. 
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“ depreciation.” The results obtained in this connection were as 
follows : 

(a) 02 companies floated in 1928 and included 

in the above total are now wound up, 
the subscribed capital thus lost amount- 
ing to £13,702,150 

(b) 45 companies with a subscribed capital of . 10,430,025 

have no ascertainable value. 

(c) 4 companies with a subscribed capital of . 1,299,125 

could not be estimated because the 
shares arc held privately. 

Ill companies £25,431,300 


In the Ceases of certain Companies included under “ a ” above, 
however, something may bo saved from the wreckage and a 
partial capital repayment made to shareholders from the realisa- 
tion of the assets. Six of the Companies floated in 1928, which 
came early to grief, have since been reconstructed, original share- 
holders receiving a small shareholding interest in the recon- 
structed enterprise. But as it is imi)Ossible to determine 
accurately the value of these residua— constituting in any case 
only a small proportion of the cash originally subscribed — they 
are ignored for the purposes of this investigation. 

2. In order to avoid giving a distorted picture of those con- 
cerns which had at any rate continued their ojM'rations, wo give 
the following figures which show the depnjciaiion on the shares 
and debentures, floated in 1928 which are still quoted and dealt 
in on the Stock Exchange : 

Capital subscribed during 1928 for issues still in 
existence and with an asccu’tainable value . £91,271,900 

Market value as at May 1st, 1931 . . . 08,133,(U)0 

Net capital depreciation ..... £23,138,300 

- 25% 

3. As already pointed out, the Ford Company has proved a 
striking exception to the general rule. Furthermore, on account 
of its magnitude (capital apprecLation almost £5 millions), its 
inclusion tends somewhat to falsify the picture, since the appre- 
ciation on its shares more than outweighs the depreciation on 
25/50 small flotations of the kind which it is so desirable to see 
prevented in the future from coming into existence. In conse- 
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Public Issuks 1928. 

(Excluding all llond Issues.) 




Nominal Value. 

Tolsil 

Mnrkf.t 



Tref. 
Shan'S 
and t De- 
bentures. 


Dtitn. 

Nanu',. 

Onl. and 

('iisli 

Vahie. 



Defd. 

Stiariis. 

Suliseribed. 

May, 1931. 

Jan. 






5 

lltionoH Airr>s f/cntral lllv. 

£1,01)0.000 


£1)87,0*)*) 

£572,500 

0 

Jiolsotii llroM., Ltd. 

8r>,Oi)0 

£17,000 

102,00*) 

4.1,40*) 

U 

East .Muiropolitan llriek Wurks. 

120,001) 

0,000 

120, 0*)*) 

AVound up 

0 

(irniKl 

t«2ri,ooo 


603,125 

Trivatelv held 

» 

SafeldX S.'ib*t.v Ulsiss. 

175,00«j 

8,750 

1. S3, 750 

Wound up 

!) 

Uiiifr-d Itril-isli btfianiKliip (.’n. 

.1<M),0Ot» 

3tN),00l) 

<50,000 

10 

KtiifiiHh & New York Tnist. 


729,970 

729,970 

584, *)()<) 

17 

Y«wt.-Vitp, lit.l. 

300,000 


.100,00*) 

210,00*) 

20 

1028 rnvuBtmeiit TniKl . 

1,250,000 

1,2;V),0*)0 

1,000,000 

25 

AnKlo-.lava llubluT St I’roduox*. Co. 

ti,ooo,ooo 

3*)*t,000 

2,*)8l),o*)*) 

510,00*) 

.‘iO 

TiOiidon Iturdr-r & (linicral Trust.. 

l,.~i(i(*,OiM) 

1,500,1.100 

750,00*) 

»0 

IlnuchaTUH Tills. 

1,000,000 

75,00*) 

1,075, *)*)() 

870,000 

.10 

U idtc‘d rioturu Tho:itn.*fl. 

I t275,00O\ 
\ 175,00t)j 


447,250 

227,000 

.10 

Financial Times. 

1,000,0(M) 


1,000,000 

875,000 

I'l-b. 




1 

The Hritisti St (yoloninl Fumilure Vo. 

400,000 


400,000 

260,000 

2 

Cryat.'ilate tinam. Ib'cord Mf^. 

100,000 

.50,000 

150,000 

2*)0,0()0 

(i 

Interiiaiiniiari'ea ('oiiipany's Stores. 

850,000 

4,250,000 

3,740,000 

0 

Dominion The-itrc, Ltd. 


1250,0* >01 
t 6,25*)/ 

256,250 

1.1.1,300 

S 

Debenhanis Securities, TAd. 

2,000,000 

2,000,000 

1,30*J,0*)*> 

13 

OlluIusR Acetate Silk Co., Ltd. 

f9.*>o,oo*n 

X 47,500/ 

1,045,000 

106,876 

J.1 

Trovincial Cineinatfvraidi Tle atroB. 

853,120 

853.429 

72.'»,r)00 

14 

Dritlsh St Cbjrrnan Tnist, Ltd. 

t750,ouo 


693,750 

611,00*) 

15 

British St Dominions Film Corp. 

220,tWM> 

J1,0*>0 

23I,*)*)0 

27,5*)*) 

10 

llodt'ctnable Seeuril i(.a £nv. Trust. 

200,000 

/I20,o*)0\ 

t 12,000/ 

200, 000 

l-l 

0 

1 

10 

Ilenncs Artificial Silk Co., TAd. 


132,000 

No price 

2fl 

SL-warfs A LIo.v»ls S. Africa, Ltd. 

300,000 


3*)i).0()0 

3*)2,5*)*) 

20 

.Teijson St Nieliolsnn, Ltd. 

2tHV»0O 


2* )* ).«)()») 

75,*)*)*) 

2( 

Bird Si Co. (.\friea), Ltd. 

1 100,000 


100.000 

75,00*) 

22 

A8(.‘ot Motor Si .MfvT. < ’o.. Ltd. 

250,000 

57,5*)*) 

3o;,5*)0 

Won ml up 

22 

International 1 trick t 'o. 

150,000 

15,0*)*) 

1*55,0*.)*) 

No prie,c 

23 

Norlheliilc N ews) tapers, 1 .Id. 

t3,0<)o,000 

8,r.(io 

2,97*), 0*)*) 

2,850,*)*)*) 

27 

Welsh-l’earson- Elder Filins, Ltd. ' 

170,000 

178,5*)*) 

6,410 

27 

liOndoii I’owtT Co., Ltd. 

■ tl,00«»,ono 

17,250 

3,9*)0,*)0<) ' 

4,100,0*)0 

28 

North British Art jiieiiil Silk, Ltd. 

1 315,000 

3*52,25*) 

No price 

28 

Tlie .Viition.al Oiunibus il; Transiiorf Co. 

1 20*1,000 

liK),*JO*) 

325,0*)*) 

44*),*)*)*) 

2» 

An^do-OnVntnl t!ont., Lid. 

sytM^'o 

.55,001) 

l.*)34.0*)0 

523,15*)*) 

2!) 

Mariih 

Brnu.‘;li|on t'opiM.T Works (102.8), Ltd. 

1 125,000 

03,750 

552.5*)*) 

119,375 

285,000 

5 

Ciiiteil Motor Finaru’O Corp., Ltd. 

: 10*),000 

75*),O*»0 

400,0*10 

5 

Investors 'I'riist .\ssoe.. Ltd. 

1 

75*).OO0 

.5*52,5* )0 

8 

Sunli^lit Laundries, Ltd. 

1 22.5,W0 

22,500 

247,500 

22*5,000 

12 

iManibrO F.Ht:itcs, Ltd. 



5.8,200 

8,0*'0 

15 

'J 'he Carlton Slioe Co., Ltd. 

80,000 1 

8*),000 

10 

VeloeijiTTi, T.td. 

' 15*1,000 

; li)*».000 

250,()*)0 

1\ uiiiid up 

20 

Chez Ta'.rlioiii Ib staurant, Ltd. 

37,5*10 

! 7,500 

45,«)00 

Wound up 

21 

General TJieat re t^orp.. Ltd. 

/t2,2.'>**,*»0*0 
\ 1.2ri**,*M*uj 


3, .187.500 

2,2ri0,*)i)0 

22 

Dominion Graiuoiihoiin Beeurtl.s. 

loo,*ioo 

10,*300 

1 10.000 

AVound up 

20 

WeKl.miiist.er » It y iTopert ies. 

300,00*) 

;j*),*K)o 

i 3.10.*)00 

11.250 

20 

Worksop 'file & !li-fraelori<-s, Ltil. 


175,0*)*) 

1 I75,*)i)0 

Trl\ ately l*eM 

20 

ViH*:iIion (Fim'ijjn). i't'l- 


J20,*)0«) 

120,01.)*) 

1,< 100 

20 

Briii.sli Sereen I'rodiiet ions. Ltd. 


125,*)0«) 

1 125,000 

AVounil up 

27 

tirainn]dionc Beconls, Llil. 

j 

/200,i.)0*»l 
\ 20,0*)*) 

[■; 220, 000 

Wo*uid up 

28 

Splinles Safety Crliiss, Ltd. 

1 i*;*»,o*»o 

8.000 

j 1 68,0*)0 

12,00*) 

28 

Beau Bniminel, Jdd. 

ht»,***H) 

48,000 

j 128,*)00 

3,0* )0 

28 

Evoa Doon^’ays, Ltd. 


i |;;i)o,*)<»*)|, ,„u) 

; 1 l5.*)*)oj! 

AVoiiiid up 

20 

Lex Garages, Ltd. 

150,000 

1 7.500 

i 157,500 

38,51^0 

April 

2 

Elect ramonie Co., Ltd. 

73.000 

25,*)l)0 

1 100,000 

f Wound up 

2 

British Biaikh-t Matches. 


yi'.r>)M) 

1 97,500 

No price 

3 

British Acetate Silk Corp., Ltd. 


/l,|Ot),0«H) 
1 35,000 

•; 1,1 35, *>00 

17,800 

11 

10 

Tower Invest. Corp. 

Kit-Cat llestaiiraiits. Ltd. 

i 

; S0,tH)0 

739 ,25*) 
30,00*) 

I 7:5*.),25*) 

• 1 1*), 000 

362.t)00 
AVnund up 

10 

Demnau Picture Houses, Ltd. 

t2.00*»,(H*U 

50*).000 

I 1.!*80,000 

1,800,000 

10 

Latin Anioriean Invest. Trust. 

j 5*)*),()00 

No price 


Oirried forward .. 

£27,095,929 

£11,625,720 

£i;5, 318,724 

£27,107,510 


t SubnequeiiUy roooiwtructoil. 
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PcthTjIO Issues 1028 — cmUinuctl. 




Nominal Valno. 

Total 

Market 



Pref. 
Shares 
and 1 1^- 
bcniiires. 


Date. 

Name. 

Ord. and 

Gash 

Volne. 

Defd. 

Shares. 

Subscribed. 

May. 1931. 

April 

Broiu»l0- Kcirwanl ... 

£27,695,020 

£11,62.5,720 

£13,318,724 

£27,107,510 

18 

Dulcotto-Polyphon, JAd. 

150,000 

7,500 

157,600 

44,000 

23 

]*hoRphoriiio, Ltil. 


400,000 

400,000 

198,000 

23 

Full-Fashioned Hosiery, Ltd. 

125,000 

6,2.50 

131,250 

37,600 

25 

Advance lj.auiidrics. Ltd. 

260,000 

52,000 

312,000 

214,ij00 

25 

Ainalganiat.od \Valli>.*iiior Mills, Ltd. 


r 188,0001 
t 18,800/ 

206,800 

47,000 

2« 

^lailaiiie 'J'iissnuil's. 

210.800 

10,990 

2.30,790 

240,700 

30 

May 

lleliiinoe llubijor Wi-ar. j 

66,500 

13, .300 

79,800 

Wound up 

S.D.Il. Piatitw, Ltd. 

150,000 

15,000 

180,000 

No price 

2 

Ooodsoii (Irninophonu llrf<inl Co. 


120,000 

120,000 

Wound up 

2 

Solidol Chomiriil, Ltd. 

75,000 

7,600 

82,500 

7,500 

3 

British & European 'Pimbor Trust. 

t0<l,000 

200,000 

600,000 

No price 

9 

Thos. \V. Ward', LLI. 

125,000 

376,000 

500,000 

.356,250 

» 

llicld Brothers, lAd. 

167,200 

8,360 

175,560 

113,400 

2 

daiiisborouKh Pictures, Jitd. 


/200,000l 
1 10,000/ 

210,000 

75,000 

14 1 

A libots Investment Trust. 


'500,000 

600,000 

326,000 

14 

Yorkshire Artlllclal Silk. 

225,000 

45,000 

270,000 

W'oiind up 

15 

Transparent Paper, Ltd. 

265,000 

13.260 

278,250 

59,300 

13 

Milletts Stores, Ltd. 

150,000 

7,.50() 

157,500 

9.3,750 

1(1 

Iridiistrhil Rubber Manufacturers. 

125,000 

12,500 

137,500 

Wmind up 

16 

drape Produce, Ltd. 

LudwiR Blattner Picture Corp. 

100,000 

10,000 

110,000 

21,700 

21 

180,000 

9,000 

189,000 

No prii*o 

21 

Standard Wood Pulp Co. 

200,000 

12,500 

200,0()() 

2 n, 0()0 

21 

Property A Ceneral Fin.anee Corp. 

12.5,000 

1.37,500 

Wound up 

21 

Autnin.'itic Equipments, Ltd. 


/(i2,i500l 
\ 12, .500/ 

76,000 

Wound up 

22 

British A ForeiRri Kilms. 


2t)0,000 

200,000 

No price 

22 

Steel t 'eiliiiRS, Ltd. 


40,000 

40,000 

20,000 

22 

Cakebread, Itolw-y A Cf>., Ltd. 

lO0,fX)0 

15,000 

122,500 

135,000 

23 

(trosvenor iroiige(l’ark Lane). 

|800,000 


780,000 

744,000 

23 

Alvis Car A KnRineerinq Co. 

100,018) 

12, .5(8.) 

116,000 

38,900 

31 

Underground ElrnAric Itlys. 

1 l,tKH»,000 


3,810,000 

1,080,000 

Juno 


/ 1.3 1,2001 
X 33,5()0| 



4 

Palatine Industrial Fijiaiicc Co. 


171,525 

No price 

(i 

United Molasses Co., Lid. 

1,000,000 

1,000,000 

400,000 

7 

Wallers “ Palm ” I'olleo. 

120,000 

12,0(8) I 

132,(8)0 

32,000 

11 

Siernol, Ltd. 

150,(M)0 

/1 9.5,0001 
X 9,760J 

150,()()0 

60,000 

11 

Petroleum Storage & l<'iiiance Corp. 


204,750 

301,750 

11 

“Norm,” Ltd. 

UM),noo 

5,000 

105,000 

No price 

11 

Bolivia Trading Corp., Ltd. 

50,0(81 


50,000 

No price 

12 

Bichard Johnson & Nephew, Ltd. 

.300,000 


31 8 ),()()(» 

225,000 

12 

Far Eastern 1’hotoinal.oii Corii. 

iim.»,ooo 

50,000 

390,000 

No j>riee 

13 

Cliftophone Records, J<td. 

Itntail Trade Securities, I.td. 

150,000 

15, (8)0 

165,(8)0 

No price 

14 


7(N),000 

1,155,001) 

Wound up 

14 

Pieture Gramophone Ree*»rds. 

90,000 

4, .500 

94,500 

Wound up 

14 

Uaylock Fabrics, JAd. 

75,000 

7,500 

82,500 

No price 

18 

Con8olid.atou Tin Mines of Burma. 


350,000 

350,(JOO 

52,500 

18 

British Cavity Mriek A Tiles Works. 

210,000 

IO.>,()00 

3I.V)00 

No prici: 

18 

Nlpah Distilleries of Malaya. 


152,500 

102,500 

15,250 

18 

Second Broadmouiit Trust, 1A<I. 

1.50,000 

15,0(8) 

165,000 

No price 

1» 

Scottish Power (Jo., Ltd. 


600,000 

780,000 

840,000 

12 

Photomaton (Lane. A Mid.), Ltd. 


2.50,01)0 

250,000 

No price 

19 

W ill iam Bernstein (Furritirs), Lt< 1 . 


/HO, 0001 
\lO,000J 

90,000 

11,600 

20 

Anglo-French Banking Corp, 


1,2 10, 000 

1,210,000 

847,000 

20 

Melbourne, 1 fart A Co., lAiJ. 

12U,0I»0 


120,000 

90,0(8) 

20 

Falk, Stadelmann A ('ti., JAd. 

•1.50,000 

112,500 

573,750 

6ri5,.3()0 

21 

Union (Jiniuna Co., Jitd. 

170,000 

31,000 

201,000 

34,000 

25 

Bairrl fntemiitional Television. 

2,50,000 

3()0,(KI0 

No price 

25 

irickson, Tiloyd A King, Ltd. 

125,000 

125,000 

250,000 

114,501) 

2."* 

MrAropolitan Cinema Invisit.Corp, 

130,000 

19,500 

149,500 

32,400 

25 

Mead, Ltd. 


80,000 

1 80,000 

Wound up 

26 

Aceiex Safety Glass. 


/150,000l 
1 15,0001 

165,000 

23,625 

26 

Keystone Knitting Mills, Ltd. 


/133,000\ 
1 13,3001 

146,300 

14,500 

26 

Waste Food Products. 


fl 05,0001 
1 5,2601 

110,260 

Wound up 

27 

Southern Stockholders In vest. Trust. 


iWi.ono'^ 

1.000,000 

700,000 

27 

Palinerstfin Investment 'I'nist. 


197,500 

197,500 

118,600 

27 

Geo. Adlam A Sons. 

100,(8)0 

5,000 

110,000 

71,600 

28 

July 

3 

Abford FiStates, Ltd. 

t3O0,t8)0 

295,500 

.303,000 

Royal Mail Steam Packet Co. 

12,000,000 


1,980,000 

560,000 


Carried forward ... 

£41,004,429 

£20,394,783 

£66,854,749 

£30,421,425 


t Subsequently reconstructed. 
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Public Ibsuks 1928 — continued. 


1 


Nominal Value. 



Date. 


Pref. 
Shares 
and f De- 
bentures. 



Total 

Market 

Name. 

Ord. and 

Cash 

Value. 



Dcfd. 

Shares. 

Subscribed. 

May, 1931. 

July 

Brought Korward , 

£41,994,420 1 

£20,394,783 

£66,804,749 

£39,421,425 

.*{ 

Amalgamated Fruiterers. 


fll2,6<Kn 

1 11,250) 

12.3,7.30 

16,875 

n 

Massey’s Burnley Brewery. 

175,000 

175,000 

371,875 

192,600 

:t 

Oiiven'dish House (Cheltenham). 

150,000 

16,000 

165,000 

165,000 


.Scottish Amalgamated Silks. 

925,000 

370,000 

1,295,000 

Wound up 

r> 

Bermuda Traction, Ltil. 

t380,000 

:»80,*)00 

No price 


Towles (1028), Ltd. 

200,000 

20,000 

220,000 

125,*J00 

7 

Miilluiid Ualfidouiun fiiv. TruKl. 

500,00t) 

500.000 

187, 6(H) 


Timothy Whites, Ltd. 

1,000,000 

60,(K)0 

1,050,000 

950,000 
Wound lip 

9 

National Suii llay & Health Ocniros. 

60,000 

6,000 

66,000 

9 

British Benzol A Cool. Disl-l. 

200,000 

20,000 

220,000 

16,600 

9 

U idlings Park Fjst4U.R. 

tsoo.ooo 

C372,500\ 
1 22,6001 

69.3,000 

243,625 

10 

Biibcns-llcmliraiidt Assoc. Hotel. 

t200,000 

205,000 

405,000 ' 

.313,000 

10 

11. 6e G. Siinonds, lAil. 

t350,000 

300,000 

360,600 

12 

Fiiiandal Newspaper Propr. 

525,000 

525,000 

157,500 

10 

Gilstrap, Ear|i 6 e Co. 

500,000 

.31,250 

562,500 

505,020 

16 

Boris (1928), Ltd. 

]25,(K)0 

6,250 

131,250 1 

170,000 

16 

O-Cedar Consolidated Trust. 

200,000 

210,000 

25,000 

16 

Theatre Securities, Ltd. 

100,000 

100,000 

225,000 

No price 

17 

British Phototone, Ltci. 

KKJ.OOO 

100,000 

Wound up 

18 

Brynymor Stcanisiiip Co. 

Duophono (Foreign), Ltd. 

20,000 

50,000 

70,000 

4,50<J 

19 


137,500 

137,500 

Wound lip 

19 

Charles Finegold, Ltd. 

100,000 

25,000 

125,000 

Privately held 

22 

Algoma Pulp Paper A Duck C>n. 

350,000 

35,000 

385,000 

No price 

2:< 

Savoy Gramophone tt«*cords. Ltd. 

147.500 

147,500 

Wound np 

24 

Alliance Artiiicial Silk Co. 


1,170,000 ' 

J,17t»,000 

7.31,000 

21 

Atner. A Dominions Untireak. Becords. 


(20*),0001 
\ 20.000J 

220,000 

No price 

25 

Elect ram onic (Foreign Bights), Lfii. 


60,000 

80,000 

No price 

.30 

Belgian Finance Co., Ltd. 


500,000 

500,000 

No price 

.30 

Robinson «b Fiekford, Ltd. 

100,000 

75,000 

176,000 

117,500 

:{i 

Linen A Art Silk, Ltd. 

144,000 

57,600 

201,600 

Wound up 

31 

All}?. 

1 

llispano-Suiza Motors, Ltd. 

77,500 

77,600 

Wound up 

British Celancso, Ltd. 

2,0*10,000 


2,000,000 

600,000 

1 

French Phototone, Ltd. 

150,000 

1.30,000 

No prim 

1 

TniiiS'Occanic Trust, Ltd, 


500,1)00 

506,250 

425,000 

1 

World Kcho Records, Ltd. 


56,250 

56,2.30 

AVoiifid up 

2 

( kinsolidalcd Fur Furins. 


130,000 

130,000 

Wound up 

13 

'L'ctalisators, Ltd. 

200,000 


200,000 

200,000 

.Sept. 



135,000 


10 

Poso-Crapli Parent Corp. 

135,000 


Wound up 

17 

Wireless Pictures, Ltd. 


155,000 

155,000 

Wound up 

18 

Edison Bell Intornat hmal, L(<l. 


225,000 

225,000 

20,000 

21 

Kibble Motor Services. 

200,000 


200,000 

220,000 

24 

Initial Services, Ltd. 

i B)0,000 

5,000 

405,000 

487,500 

21 

l)tv,ca Gr.imophone Co. 


1 60,00* » 

306,000 

l*rivatcly Iwld 

2.3 

GHninges(W. R.), Ltd. 

375,000 

125,000 

500,000 

25,000 

26 

Continental A Industrial Trust. 

1 1,000,000 


885,000 

88.3,000 

26 

Oit. 

1 

.John Lewis A Co., litd. 

750,000 


750,000 

769,000 

Colour Snapshots, Ltd. 


150,000 

150,000 

No price 

1 

Solidol Chemical (France). 


150,000 

150,000 

18,750 

1 

Streatliaui Hill Playhouse. 

tioo.ooo 

20,000 

130,000 

90,000 

1 

London Malayan Tin 'Irust. 


1,249,000 

1,249,000 

No price 

2 

Photo-Matik Portraits. 


00 , two 

60,000 

Wound up 

3 

lionia Gramophone, litd. 

50,000 

1(»,000 

60,000 

22,50*) 

8 

Whitworth & Mitctiell, Ltd. 


500, 0*W 

1,37.3,000 

1,100,000 

8 

Acetate Products (’orp. 


1500,0001 
\ 25,000) 

► 625,000 

12, .300 

8 

Symphony Gram. A Radio Co. 

Tor 1 nvifitment Trust. 


17.'»,000 

175,000 

Wound up 

8 

.30,IKR1 

.30,000 

106,2.30 

11.3,500 

8 

Eunqntan A General Finance Corp. 


4<H>,000 

420.0tH) 

5,3,0t>*» 

9 

Wiggns Teape A Alex. Pirie. 

3r.o,m)o 

20,1 W(» 

.350,000 

350,00*) 

10 

The Bnllmau Machine Co., lAd. 

11K),000 

120,000 

No priee 

10 

Dutton's Blackburn Brewery. 

240,000 

41X),000 

660,000 

412,000 

12 

Third Guardian Trust. 


700,000 

700,000 

525,000 

ID 

Anglo-Foreign Pulp Co. 


/ 240,01)01 
\ 60,000) 

300,000 

Wound up 

ID 

Loethems CTwilflt), Ltd. 

187,500 

187,.300 

375,00*) 

.375,000 

ID 


210,000 

12,000 

252,000 

189,000 
Wound up 

15 

Dominion Oram. RcH’onls (FoiY^ign). 

80,000 

ir.,oo*» 

96,tH)0 

ID 

Corona Wines, Ltil. 


L30,0*)0 

150,U00 

No price 

10 

Mersey Power Co., Ltd. 

400,000 

90,000 

100,000 

440,000 

16 

Oolebritono, Ltd. 

90,000 

No price 

16 

10 

Hickman (1928), Ltd. 

Prices, Tailors, Ltd. 

70,000 

250,000 

7,000 

12,600 

77,OlH) 

262.500 

10,600 

231,000 


Carried forward ... 

£54,750,929 

£32,282,383 

£92,665,471 

£61,283,796 


t Subsequently reconstructed. 
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Market 



Pref. 
Bharca 
and t Dc- 
bentiirca. 


Date. 

Name. 

Ord. and 

Cash 

Value. 



Dcfd. 

Shares. 

Subscribed. 

May, 1931. 

Ol!t. 

Brought Forward ... 

£54,760,920 

£32,282,383 

£92,065,474 

£51,283,706 
/Wound up 

17 

Orchoraol Gramophones, Ltd. 

76,500 

76,500 

17 

Turner Automatic Machines, Lt d . 


176,000 

175,000 

13,750 

17 

Photo-Mutlk Poreisii Oorp. 


60,000 

60,000 

Wound up 

17 

Victoria Gramophones, Ltd. 


100,000 

100,000 

/Wound lip 

17 

Joshua Tcd;lcy & Son, Ltd. 

t500,000 


487,500 

600,000 

17 

FoIikofZ, Lid. 

150,000 

15,000 

109,000 

1 2,600 

18 

Saxonc Shis*. Co., Ltd. 

375,000 


376,000 

i 412,600 

18 

British Tintex & Dye Produids. 

115,000 

115,000 

4,860 

18 

Mid-Buropcan Corp., Ltd. 

11,000,000 

940,000 

1 910,000 

:!2 

Tocuyo Oilfields of Vcncsuela. 

1,600,000 

1,500,000 

187,500 

212 

Blue Bird Petrol, Ltd. 


f21U,00ff» 
1 42,0001 

252,200 

Wound up 

22 

United Match J iidustries. Ltd. 


/ 7,6(M)S 
1L30,1H).G 

157,500 

21,376 

22 

22 

Colour Snapshots (Foreign), Ltd. 
Mcllroys Stores (ITaulcy), Ltd. 


140.000 

125.000 

140.000 

126.000 

/Wound up 
75,000 

22 

Baldwins, Ltd. 

tl,000.000 


005,000 

965,000 

2.*! 

Mortimers (Jjondoii), Ltd. 

76,000 

15,000 

90,000 

No price 

24 

llaslurii 4 e Newton. 

2.50,000 

60,000 

300,000 

100,350 

21 

Aftetatc & Acetate Products. 


1 00,000 

100,000 

No price 

24 

Alaska Gold Dredging. 


200,000 

200,000 

Wound up 

2.1 

Kc^cordaphoiies, fdd. 

150,01 M) 

16,000 

166,000 

AV'oiiiid up 

26 

PoBOgraph Distributing Go., Ltd. 


150,000 

166,000 

AVotind up 

20 

Barker & Dobson, Ltd. 

iriO,ooo 


1.37,500 

123,750 

27 

Te.xtilQ Indiistrinl Trust. 

1500,000 

500,000 

975,000 

Wuiind up 

2U 

Friary llolroyd A Iloaly’s Brcweri«‘8. 

410,430 

779,817 

574,002 

29 

Duucaii, TuckcT, Ltd. 

12.’i,0(M) 

12,500 

137,r)00 

68,760 

29 

John Qardnc^r (iioudoii), Ltd. 

100,000 

20,000 

120,000 

94,000 

29 

Buckiiighain Brick A Tile Co. 

145,000 

146,000 

Wound up 

29 

Victoria Properly A Comm. Trust, 

200,000 

20,000 

230,000 

No dealings 

.*{0 

CoiitinunuH Gramophones, IJd. 


138,750 

138,7.30 

No price 

30 

Seagoing F.’U'tories, Ltd. 

130,000 

(1,500 

136,500 

Wound up 

30 

Whittaker Automatic Looms, Ltd. 

05,000 

13,000 

78,000 

No i»rhii 

30 

Sport ing Times, Ltd. 

80,000 

1 80,000 

Woiintl up 

3L 

Coventry Gauge A Tool Co. 


73,000 

73,000 

30,000 

31 

W.BarrattA Co.,ldd. 

215,000 

4.3,000 

2.38,000 

292,250 

Xov. 

6 

British Netherlands Art. Silk. 


f700,000\ 
X 70,000/ 

1 770,000 

Wound up 

6 

Auto Portraits, Ltd. 

[ 

100,000 

100,1)00 

No price 

6 

City A Provincial Trust, 


97,000 

98,400 

Wound u]> 

r> 

Seh^eted I n vestments 'frust . 


1(H>,000 

1 10,000 

50,000 

0 

lietilys (1928), Ltd. 

]r»o,o(Ki 

37,500 

187,500 

2 i,:)oo 

0 

Hackney Furnishing Co., Ltd. 

250,000 

125,000 

375,000 

100,2.30 

0 

Mayfair Blectric Gramoplmiir s. 


95,000 

95,000 

W'oiinil up 

7 

Universal Grain. A Uadio ('o. 


140,000 

1 10,000 

1 1,000 

7 

Laiiccgaye Safety Class. 


115,000 

115,000 

19,000 

12 

George llodsiiian A Sons, Ltd. 

100,000 

16,000 

176,000 

40,000 

12 

James Booth A Co. 

100,000 

160,000 

181,000 

111 

Anty-Sag Parent Co., fitd. 

100,000 

100,000 

/VVouml up 

14 

Kver-Bcady Trust A Finance Co. 


500,000 

.300,000 

225,000 

14 

Miilliiiers ( 1 foldings), Ltd. 

L'ShOOU 

l.^.OOO 

165,000 

22,500 

11 

.\nti-Da7./.le Scrt»eiia (Caniwla), Md. 


40,000 

40,000 

W'oiiiid up 

10 

Guardax Safety Class, Ltd. 


80,000 

80,000 

AVouiid up 

19 

Whitworth Finance A Mining (^>rp. 

200,000 

10,000 

210,000 

N o prie«*. 

19 

Matehless MfUor Cycles, Ltd. 


1 10,000 

1 186,666 

84,000 

19 

Tri-t'tirnmo Fiiotos A Films, Ltd. 


1 50,000 

1 150,000 

/W'oiind up 

21 

Londoti CiMieral Cab C»i., Ltd. 


125,000 

125,000 

1 25,000 

2.1 

Maiilstoim A J)wti i<-t ISfotor Services. 

2i)n,00f» 


200,000 

224,000 

20 

Antworp Oil Wharves, Ltd. 


150,000 

1.30,000 

' 75,000 

20 

It.adiiJTii •Springs, Ltd. 

2O0,f)OU 

20,000 

220,0011 

No prh'e 

20 

Aeonic Badio, Ltd. 


11.3,001) 

11.3,1)00 

No price 

20 

United Pie.t»iro Theatres, lAd. 

225,000 

225,000 

22,600 

27 

Giro Pe.arl8(lioldingH), Ltd. 

British Jlodio Gram. Cn., Ltil. 

l5U,0it0 

37,500 

202,500 

165,000 

27 

,50,000 

5,000 

55,000 

No price 

28 

Super Automatic Machines, Ltd. 

72,750 

72,750 

8,013 

Dec;. 


3 

Fremliiifl, Ltd. 

350.W0 

350,000 

700,000 

806,000 

3 

Blue Bird Pel rol (Foreign), Lt<f. 


f3.37,5003 
1 67,51H)/ 

40.3,000 

W^ound up 

3 

Industrial Finaiief! A Invest . Cnrfi. 

600,000 

119,980*^ 

750,000 

043,500 

3 

rennanent Ilcpniduetions, LtiJ. 

135,000 

135,000 

Wound up 

4 

Wvndhams Marinn Patents, lAd. 

Odhams Press, Ltd. 


90,000 

90,000 

11,260 

4 

tr>oo,ooo 

495,000 

610,000 

4 

Pearl Automatic Machines, Ltd. 

70,000 

70,000 

Wound up 

4 

Clayton Duwandre Co., Ltd. 


fl76,000> 
1 8,750/ 

183,750 

70,050 

4 

Margate Estates, Ltd. 

tioo,ooo 

100,000 

90,000 


Carried forward ... 

£0.3,080,920 

£41,500,013 

£110,711,607 

£69,094,435 


t Subsequently recoustructed. 
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Date. 

Name. 

Nominal Value. 

Total 

Cash 

Subscribed. 

Market 

Value. 

May, 1931. 

l*rel. 
Shares 
and 1 7)e< 
hentures. 

Ord. and 
Defd. 
Sharr'S. 


Jlrought Fonvarfl ... 

£03,080,920 

£11,600,013 

£110,711,607 

£59,094,435 

G 

Nubian's Breweries, Lid. 

M )6. 

53 

II 


594,000 

594,000 

10 

Joseph May & Sons (Leeds), Ltd. 

162,000 


152,000 

159,000 

10 

Symphony Gram. & Itailio Co. (KoroiRii) 


125,000 

125,000 

Wound up 

11 

Ford Motor Company, Ltd. 


2,SOO,000 

2,800,t)UU 

7,700,00tl 

12 

Aiiiflo-Scoitisli Securiti(!s, r.id. 

02,500 

0,260 

78,000 

Wound up 

12 

Universal llefrii^oraiors, Ltd. 


10«),000 

100,000 

No price 

13 

Dependable Upholstery, Ltd. 

70,<K)0 

14,000 

84,000 

No prk*.e 

17 

Blue Bird Holdings, Ltd. 


750,00tJ 

750,000 

VTound up 

17 

Oceana Consolidated Co., Lid. 


237,500 

310,000 

20,570 

17 

British Automatic Gram. Co., Ltd. 


200,000 

200,000 

No price 

17 

" Fhanlostra,'' Ltd. 


110,000 

140,000 

Wound up 

17 

Amalgainateil 'J'obocco Trust. 

125,000 

12,500 

137,500 

No price 

1» 

Filinophorie, Ltd. 

UK»,000 

40,000 

110,000 

«0,000 

I'J 

Horne dc Foreign [ii vestment 'J'riisl. 

1300,000 


475,000 

486,000 


Totals ... 

£0-1,690, 129 

£15,980,293 

£116,803,707 

£08, 133,60.’} 


t Subsequently rccountnictcd. 


N,B . — While the above information has been taken from sourees believed to 
bo reliable, no responsibility can be accepted for any errors which may appear in 
the tables. 

queiico, the abovt? results are tabulated once more, with the 
exclusion of the Ford Motor Company issue : 

Outstanding capital as above (No. 1), exclud- 
ing the Ford Motor Company issue . . £113,903,200 

Market value May 1st, 1931 . . . 60,433,600 

Net capital depreciation .... £53,469,600 

- 47% 

4. Outstanding capital as above (No. 2), exclud- 
ing the Ford Motor Company issue . . £88,471,900 

Market value May 1st, 1031 . . 60,433,600 

Net capital depreciation .... £28,038,300 

- 32% 


No. 164. — VOL. XLI, 
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REVIEWS 


Modem Currency and the Regulation of its Value. By Edwin 
Cannan. (P. S. King. Pp. 128. 5s.) 

It is Professor Caniian’s special mission at critical moments 
to place before the public in readily assimilable form that portion 
of economic doctrine which is needed to save them from the 
consequences of whatever folly obsesses them for the time Iwing. 

In this book he sets out to protest against the “ undue limi< 
tation of currencies.” “ By their present policy of rapidly 
accumulating gold in their central banks the gold-standard coun- 
tries arc raising the value of gold ” (p. 65). If they “ increase 
their fiduciary currencies, thereby reducing the value of their 
currencie^s and making the fixed prices of gold less favourable 
to biinging it in and mom favourable to taking it out . . . gold 
and the gold-standard currencies must inevitably fall in value 
together and simultaneously ” (p. 67). 

Professor Cannan approaclies this conclusion by way of three 
chapters which are designed as a highly compressed elementary 
text-book on currency and currency standards and on the value 
of a gold-standard currency. Ho has, in fact, been so preoccupied 
with making the fundamental principles clear to the plain man, 
that ho has left himself very little si)ace to develop his main 
position. He omits to mention any injurious consequences of 
the raising of the value of gold. And he omits to trace in detail 
tho process by which an increase in fiduciary currencies will 
reduce the value of the currencies. 

He relies on the ‘‘ quantity thcjory of currency ” to convince 
tho plain man that an incTe*ase in tho cui’iniicy will bring about 
an increase in tho price level. But in this book the quantity 
theory has shed its subtleties; it no longer states (as in Pro- 
fessor Caiman’s earlier book. Money) that tho elasticity of demand 
for money is unity, or elaborates tho qualifications subject to 
which that principle is true. Professor Cannan is now content 
to say that “ increases in tho quantity of currency . . . must 
tend to diminish the value of the units of account embodied in 
the currency,” without suggesting any definite law relating tho 
increase in quantity with the diminution of value. His aim is, 
no doubt, to make the path easy for the plain man. 
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But one cannot help doubting whether the plain man will bo 
satisfied. Undoubtedly ho wants to hear as little as possible 
of the quantity theory. But ho probably would like to know a 
little more of the actual sequence of events by which an 
increase in fiduciary currencies will in practice load up to a rise 
of prices. 

Suppose the fiduciary issue of the Bank of England to be 
increased by £15,000,000; what is the result? Securities to 
the amount of £15,000,000 are transferred from the Banking 
Department to the Issue Department, and notes to the value of 
£15,000,000 take the place of the securities in the Banking 
Department. What has been accomplished? Nothing. 

It is true that the “ monetary experts who are pilloried by 
Professor Cannan among ‘‘ obstacles to im 2 )rovcmcnt ” because 
they believe that the price level is affected by bank rate, might 
go on to say that the Bank of England would then try to expand 
credit, and that the joint-stock banks in turn would lend more 
freely till the additional notes went out into circulation. But 
hero Professor Cannan cannot follow them. If there is, in his 
eyes, any “ obstacle to improvement more pernicious than the 
bank-rate theory of juices it is the bank -deposit theory of prices. 
That is the theory that “ a credit balance at a bank is ‘ imrehasing 
1 ) 0 wer,’ and therefore if the total of such balances increases, 
aggregate purchasing power in the sense of power to spend money 
on goods and services is increased (p. 90), or that the mass of 
“ bank money ” or “ credit ” “ must bo added to the total of 
the currency (of notes and coin) whenever variations in the 
quantity of money arc being thought of as influencing prices ” 

(p. 88). 

Will not the plain man bo left wondering how the additional 
notes arc ever going to get into circulation at all ? 

Perhaps Professor Caiman w ill urge that the Bank of England, 
when it lends or buys securities, could hand out notes instead 
of paying by cheque. Probably the recipient of the notes would 
think he was being made the victim of a practical joke. Of 
course he could not refuse to take the notes. But equally of 
course he would immediately deposit them in his bank, and the 
bank, in turn, would deposit them in the Bank of England. In 
fact. Bank of England notes in practice pass into cii-culation 
only through the medium of bank dciiosits. 

Professor Cannan ’s abhorrence of the inclusion of bank de- 
posits in the quantity theory is all the more curious in that he 

starts his book by defining “ money ” to include “ money in 

QQ2 
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the bank,** in contradistinction from “currency,” which ho 
limits to notes and coin. 

Needless to say, his criticisms of the bank-deposit theory of 
prices are pertinent and acute. Professor Cannan’s criticisms 
always arc, and all the more so when he is on the war-path. It 
is extremely difficult to draw a clear lino of demarcation between 
those bank deposits which are “ money ” and those which are 
more properly regarded as investments. Overdrafts are a com- 
plication. The velocity of bank deposits varies more than that 
of currency, because bank deposits can bo more conveniently 
held idle and can earn interest. 

But these criticisms can all be satisfactorily met, and to 
formulate monetary theory under modern conditions in terms 
of notes and coin, is as misguided as to explain modem transport 
in terms of horse-drawn vehicles. We can treat bank credit 
as a substitute for currency, and wo can treat railway trains and 
motor cars as substitutes for horses and carts. But we shall 
handle both subjects more easily if we think of mechanical trans- 
poit as the principal means of locomotion and of bank credit as 
the principal means of payment. 

This eccentricity in Professor Cannan’s exposition of his 
subject is unfortunate. Having led the way with so much skill 
through the theoretical preliminaries, he will forfeit the con- 
fidence of the plain man when he starts raging against the in- 
trusion of credit into the scheme of things. That he should fail 
to convince would be a pity, for the actual measures he advocates 
are such as the economists and experts he denounces most furiously 
would cordially commend. R. G. Hawtrky 

Hecular Movements in Prodnclion and Prices, By Simon S. 

Kuznets. (New York: Houghton Mifflin Co. Pp. 530. 

$3-50.) 

Eco'nomic Rhythm. By Ernst Wauemann. (McGraw Hill Co. 

Pp. 287. ■ 155.) 

These two books are typical products of latter-day empiricism. 
The authors have set out to analyse masses of statistical material 
with a view to disclosing tendencies and uniformities. Their 
results are often interesting and suggestive, but they are too 
preoccupied with the mere handling of the figures to pay more 
than a rather superficial attention to the theoretical and historical 
side of the events they deal with. 

Dr. Kuznets starts from the assumption that the progress 
of any industry over a long period (several generations) will tend 
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to conform to a certain algebraic function or curve. “ Industries 
reveal a retarded growth or, in mathematical terms, a declining 
rate of percentage increase.’* He has to find a curve which 
exhibits a declining rate of percentage increase, and which de- 
scribes an output growing from zero to a finite level of maximum 
size. More particularly it must “ show the changes in absolute 
increase &is dependent upon the stimulating influence of size of 
output and the retarding influence of the approach to the limit ” 
(p. 64). Dr. Kuznets finds what he seeks in the “ logistic curve/’ 
y = X/l + 

An alternative is the curve, y — 

If progress normally conforms to the selected curve, then 
any deviation from the curve becomes an event requiring an 
explanation, and the main purpose of Dr. Kuznets’ analysis is 
to reveal such deviations in the case of a variety of industries in 
the more important countries. 

The method is an elaboration of the familiar process of eliminat- 
ing trend. But it is not very clear that the elaboration is an 
advantage. Cyclical movements are shown in the yearly de- 
viations, and longer-period or “ secondary secular movements ” 
are shown by the deviations of seven-year moving averages. 

But the cyclical movements arc just as w'ell (perhaps better) 
displayed by the deviations of the j^early figures from the moving 
average. And the secondary secular movements can, in general, 
be inferred well enough from the curves representing the seven- 
year moving average itself, without introducing any comparison 
with an assumed normal trend curve. In fact, the danger of 
misrepresenting the normal trend by such a curve is at least as 
great as that of confusing what is really a phase of the normal 
tiend with one of the movements to be investigated. 

Side by side with the movements of output Dr. Kuznets 
analyses movements of prices. Ilei’e he assumes the noi*mal 
trend to bo represented by a parabola. I’he assumption seems 
to be quite unwarrantable, though of course a curve of <ho second 
degree can be fitted more closely to any given trend than a straight 
line. 

Secondary secular movements are disclosed in the price of 
each commodity investigated, and a connection (not very intimate) 
is suggested between the price movements and the output move- 
ments. Dr. Kuznets offers explanations of the secondary secular 
movements, which do not differ very fundamentally from the 
monetary explanations of the trade cycle. He seems inclined to 
identify them with the well-known long-period movements in 
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the price level in the century preceding 1914. But, like all the 
theoretical parts of his work, this is tentative and inconclusive. 
It is curious that when ho turns to the cyclical movements, and 
discusses the relation of his results to various theories of the 
trade cycle, he entirely neglects the monetary theory. He 
apparently conceives of cyclical fluctuations not as influencing 
all industries and many countries, but as affecting different 
industries independently, so that the length of the cycle varies 
from industry to industry (pp. 296-8). Ho finds a very short 
cycle for the cotton industry of the United Kingdom. But this 
seems to bo because the imports of raw cotton, which he takes as 
the measure of its activity, vary more directly with the Amcri(jaii 
cotton crop and carry-over than with the consumption at the mills. 

Hr. Wagomann, though primarily an empiricist, places more 
reliance on thooiy than Dr. Kuznots. Ho distinguishes on the 
one hand isolated or non-recurrent changes in economic con- 
tlitions, and on the other seasonal changes directly dependent 
on the time of year, and between these two classes there come 
the cyclical changes. The periodicity of the cycle arises not 
from the seasons, but from the existence of a tendency to reaction. 
“ In order to form a positive conception of business cycles by a 
purely abstract method, wo must begin by prcsuj>posing a i)erfect 
circulation of money and goods in the national economic system. 
Business cycles are disturbances in this ‘ state of equilibrium * — 
however caused — which lead to a corresponding deviation in the 
opposite direction ” (pp. G7-8). 

Dr. Wagemann refers to the “ long-wave economic move- 
ments,” which he finds exhibited principally in the price level. 
His explanations are extremely inconclusive. He suggests that 
the rising prices of the periods 1790-1815, 1850-73 and 1896- 
1914 might be attributable to the wars which occui’red in those 
periods, but docs not exclude the alternative that changes in the 
gold supply and the demand for gold as money may have l)cen 
responsible. 

Dr. Wagemann’s discussions of the theory of the trade cycle 
include many observations and criticisms which arc both valuable 
and interesting, but he docs not avoid the besetting fault of the 
empiricist, the absence of any background of systematic reasoning. 
And much of his treatment of the subject is vitiated by too ex- 
clusive a concentration on post-war experience and, even within 
that, upon Gorman experience from 1924 to 1929. He could 
scarcely expect to find normal or typical experience there. 

B. G. Hawtrey 
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British Banks and the Finance of Industry. By S. Evelyn 

Thomas, B.Com., London. (P. S. King & Son, Ltd. 1931. 

Pp. vii + 290. 12«. 6d.) 

There is always something of a tragedy in the premature 
publication of a book, which, whatever its merits, might have 
been very much better had the author only waited in order to 
study documents which were in fact issued shortly after his own 
work appeared. This is true of the book now before us, for Mr. 
Thomas’s theme is substantially that of the Macmillan Committee 
on Finance and Industry, and the space now given to many 
aspects of his subject would have been more usefully devoted 
to an analysis of that Committee’s history of events, description 
of institutions, and formulation of remedies. Another thing 
must be said. Probably to every student of economics, when 
he has proceeded a certain way into his subject, there conies the 
urge to put down on paper what he knows, to “ get it off his 
chest,” before he can clear the road for a further advance. The 
account inevitably lacks proportion and slips over into subjects 
only remotely connected with the main topic. Mr. Thomas's book 
falls in some degree under these strictures. It is rather a source- 
book than an independent treatise, but that is not to say that it is 
devoid of merit ; if it is taken for what it really is it will be found 
very useful and may save other students much research in the 
collection of facts and the collation of opinions. 

Mr. Thomas’s main thesis is that “ the nation is now faced 
with an economic upheaval as radical as the Industrial Revolu- 
tion of the early nineteenth century ” and that the main road 
to a healthy society lies through the rationalisation of industry, 
a process which requires the assistance of the banks and demands 
some reconstruction of their business principles. He begins by 
sketching, in sixteen pages, the i)ost-war depression, and devotes 
the next thirty-one to an account of “ monetary policy and its 
control,” detailing the industrialist criticism of the credit policy 
of the Bank of England and touching on the fall of prices and 
the problem of wages costs. Here he has missed the opportunity 
of discussing the interlinked “ psychology ” of business and 
finance. There follows a long chapter of forty-six pages on the 
need for rationalisation in British industry; it is a competent 
piece of work and the chief criticism that one would make is that 
it docs not tackle the problem of the industry composed of numer- 
ous small units or that of the future of the displaced Avorkpeople. 
Rationalisation in the cotton industry has, as the author recog- 
nises, been hampered by the individualist tradition, and the 
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position in the wool textile industry is, in that regard, even 
worse. Whether we must rely on the slow development of 
horizontal combination and vertical integration, or whether 
we should seek to apply measures of direct or indirect compulsion, 
is never squarely faced, and yet we cannot wait for ever on the 
education of our “ captains of industry.” The other problem 
is also put on one side, yet we are faced with the alternatives of 
starvation or maintenance and training in new work. It is of 
little use to counsel patience or to “ deplore the hardship in- 
evitably caused to individual producers and workers ” while 
rationalisation is getting under way. 

The next two chapters deal with the continental system of 
industrial finance (eighteen pages) and the finance of British 
industry (twenty-six pages). These arc also well done, but the 
description does not go beyond what is generally known, and 
here, surely, there was the need for further exploration. The 
book purports to deal with banks and industry, and only one- 
seventh of it treats expressly of what is now done not only by 
the banks but by the “ capital market ” and the “ money market.” 
Nevertheless, his main conclusions are sound, that the banks 
have to face a new situation, learn more about trade and industry, 
and take a more active part in development and rationalisation. 
The views of the Macmillan Committee arc similar. The sixth 
chapter, of twenty-five pages, deals with the atteTnj)ts of the 
joint stock banks and, more particularly, of the Bank of England 
to arrive .at solutions along those lines, .and here one would demur 
to the whole-hearted commendation of hire-purchase,” “ in- 
stalment buying,” or “ consumer credit.” Despite Professor 
Seligman’s monumental treatise (not referred to by Mr. Thomas) 
the problem is not so simple and the dangcr.s of inflation not 
remote. 

A chapter of thirty-one pages on “ British Banks and Agricul- 
ture ” is useful, but the next, of forty-six pages, on “ The Govern- 
ment and the Industrial Situation,” might well have been omitted. 
The last chapter deals in thirty-one pcages with Lessons of the 
Controversy,” in which he brings together the suggestions made 
in the preceding chapters. One would here again emphasise 
the author’s typically scrappy way of dealing with the real cruces 
of the industrial problem, in this case the adjustment of labour 
costs. It is futile to say that '' somehow or other the balance 
between real wages and industrial productivity must be restored.” 
In this respect the Macmillan Committee proposes to adjust 
wages and costs by, with the help of the Central Banks, 
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raising the average international wholesale price-level of the 
principal food-stuffs and raw materials; the task would be 
difficult and the Committee has not worked out all the reactions. 
Others would seek adjustment by a reduction of wages, but no 
one has yet told us what reduction would be required in any 
specific case to ensure the regaining of lost export trade, and 
no one has calculated what would be the effect of a reduction 
on the home market for the great staple trades of food, clothing, 
furniture, etc., which depend on the working-class demand. 
There is a lot that we need to know, in addition to the statistical 
information given by Mr. Thomas in his api)endiccs. 

Henry \V. Macrosty 

The Fall of Prices. By John A. Todd, M.A. (Oxon.), Principal 
of the City School of Commerce, Liverpool. (Oxford Uni- 
versity Press.) 

In this brief treatise the author discusses the recent fall of 
prices, and argues that it cannot be attributed to any scarcity 
of gold, since gold production, though it shows a tendency to 
diminish, is not likely to fall below the level of post-war monetary 
requirements for some time, and in the meantime new methods 
of economising it may be added to those which have already 
been so successfully applied. 

He then discusses whether the fall in prices may be attributed 
to scarcity of money in the general sense of purchasing power, 
and concludes that, so far as Great Britain at least is concerned, 
there is no evidence that the volume of credit has been undidy 
restricted. He does not take into account the possible variation 
of velocity (in any of its different senses), which bank deposits 
may liave ex[>erienced since 1920, nor the possibility that a certain 
amount of bank money may owe its continued existence' to the 
freezing of the corresponding bankers’ assets. 

His further argument that the action of certain countries in 
accumulating unduly largo reserves of gold can have had no 
effect on the general world situation is not convincing to anyone 
who has read the (subsequently published) Macmillan Report on 
Finance and Lidustry. Doubtless, Mr. Todd would revise some 
of his conclusions in the light of the new information whiidi has 
become available in this Report and elsewhere. 

The view that the overproduction of important basic com- 
modities and the reduction of consumption, especially in America, 
following on the Wall Street crash, had more than a little to 
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do with the general world crisis now appears to command general 
assent. 

Among the possible cures which Mr. Todd suggests, the 
present writer would bo inclined to lay chief emphasis on the 
need for increased consumption on a world-wide scale. He 
cordially agrees that one of the first things that will help to over- 
come the present difficulty is a reduction of retail prices. 

The view may be suggested that the element of waste in the 
distribution of goods varies at different stages in the business 
cycle, that the relatively high level of retail prices in times of 
depression is partly due to an incidental increase in this element 
of waste, and not merely to relatively high wages and net profits, 
and that there is a definite causal relationship between distributive 
waste and unemployment. In the case of Great Britain, the 
United States, and an aggregate of six small countries, curves 
can be constructed showing for the period 1921-1925 a percent- 
age index of cmi)loynient and a composite index made up by 
expressing the index number for wholesale prices as a percentage 
of the index number of the cost of living in each year. There 
is a close correspondence in the two sets of curves. In other 
words, the higher the wholes«ale indtJX in relation to the cost of 
living index the higher the percentage of employment. It must 
be admitted that the main cause of chronic unemployment in 
Great Britain, after 1925, was the disequilibrium between internal 
costs and external prices, while, as Mr. Todd also insists, the fall 
since 1929 is directly attributable to the Wall Street crash. 

But possibly all these phenomena may really be referred to 
a single general cause, i.e, a failure of monetary transactions to 
correspond to fundamental economic facts. The contrast between 
the extreme fluidity of monetary exchanges and the extreme 
viscosity of economic exchanges, especially in the international 
sphere, has frequently been remarked. Similarly, the well- 
known lag of retail prices may be regarded as an example of the 
same thing ; for it falsifies the monetary signals from consumer 
to producer in both directions. 

The now-familiar thesis about the need for a correspondence 
between the volumes of monetary savings and new investment 
is another aspect of the same general iwinciple. It would seem 
to be the case that, if retail prices could be quickly and sub- 
stantially reduced, the effect would be to stimulate new invest- 
ment and a growth of employment perhaps more successfully 
than by the method of manipulating the rate of interest. On 
the other hand, in the present world situation, in which there 
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is a redundant supply of food and raw materials, any stimulus 
to investment, whatever its origin, would probably have the 
effect of raising wholesale prices without raising retail prices, 
and might even be consistent with a further fall of the latter. 
After all, even if retail prices remained stable at their present 
level, wholesale prices would have to rise nearly to their 1928 
level before the 1924 relationship between the two sets of prices 
would be restored. 

The view that works of capital development could possibly 
have the effect of narrowing the margin between retail and whole- 
sale prices, still more of lowering the former, may seem surprising. 
It is, however, intelligible if we bear in mind that a number of 
retail traders in the localities affected will experience an increase 
of business which will have the effect of lowering the price at 
which they could sell and yet make a total income even greater 
than before. Competition for new business would in such a case 
be likely to cause a general lowering df prices. At any rate, 
when the Prices Tribunal set up by the Irish Free State Govern- 
ment was conducting its enquiries in 1926-1927, it was found 
that prices in Limerick were in every case the lowest that came 
under review. The fact that the construction of the Shannon 
Hydro-Electric Station in the immediate neighbourhood was then 
in progress was probably more than a coincidence. 

These phenomena may be capable of expression in the 
monetary terminology which is now so fashionable. Like Mr. 
Todd, the present writer holds the view that there are non- 
monetary as well as monetary explanations of the present crisis, 
and the former have not received the attention they deserve. 

Joseph Johnston 

Trinity College, 

Dithlin. 


The Fight for Financial Supremacy. By P. Einzkj. (London : 

Macmillan & Co., Ltd. Pp. 144. Is. 6d.) 

The extraordinary sequence of events which has occurred 
since the publication of this interesting and skilful plea for the 
financial supremacy of London, has at one and tlic same timcj 
justified and disproved its conclusions. Once more the fact has 
been established that, from the point of view of the world economy 
as a whole, an effective load of London in world finance in boom 
as well as in crisis times would be higlily desirable. It has been 
proved that the two other chief cw^litor centres cannot supplant 
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London in this role, and also that, because of the reasons clearly 
analysed by Dr. Einzig in the main part of his book (Chapters 
IV-VIII : lack of tradition, lack of technical equipment, and the 
social-political atmosphere surrounding them), they are unable 
to play their part in co-operating with London in sustaining world 
financial stability, and that the disruptive forces thereby sot free 
threaten the whole capitalistic system with disaster. At the same 
time, it has been again established that the effective lead of London 
is impossible without thoroughgoing reform of an economic and 
not of a financial nature. Starting from our present predicaments. 
Dr. Einzig, in the introductory and in the final chapter, ably 
expands the right political and financial conclusions ; that close 
co-operation is necessary in order to stop those tendencies which 
at the present moment chiefly threaten economic progress ; 
artificial pressure upon the price level and economic nationalism. 
There are, however, other evils in the individual national economies 
which, even if patched up for a few years by financial help and 
co-operation, must in the long run lead to a general breakdown 
similar to or even worse than the present one. These disequilibria 
have been mainly caused by non-economic measures (monetary 
and non-monetary, like stabilisation of currencies on artificial 
levels ; valorisation schemes ; extravagant social legislation ; 
tariffs, etc.). They are not only obstructing the normal function- 
ing of those forces which in our present economic system tend to 
preserve and/or restore equilibrium, but positively aggravate 
disequilibrium. Without their elimination individually in each 
country and by co-operation no return to “ normal ” can be 
expected. 

The author, treating the fight for financial supremacy as a 
question of a technical financial nature, rather overlooks these 
deeper implications. In Chapter II he recognises that financial 
supremacy is conditional firstly and mainly upon ample resources. 
But, analysing the position of the different financial centres, he 
passes lightly over this central problem. This to some extent 
must vitiate his conclusions. Undoubtedly in most other aspects 
(organisation, traditions, freedom from political interference) 
London is vastly superior to its competitors. But is it not this 
factor which in the long run must decide the issue ? It would 
have been extremely interesting if a study of the repercussions 
on the financial sphere could have been attempted. The increas- 
ing difficulty to afford help in bad times, or to finance progress in 
good times, without embarrassing the authorities responsible for 
maintaining the gold standard, must in the end handicap the 
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best-equipped market. There is no doubt that exceptional 
difficulties arose in England during the last decade ; but the same 
circumstances which tended to depress the position of London 
were also militating against a real leadership of the other centres. 
In America the higher natural rate of interest was the cause not 
only of an unparalleled prosperity and lending power, but also of 
the unwillingness of American investors to buy foreign assets. 
The stabilisation of the franc on too low a basis, providing Franco 
with an exceptional foreign balance, was partly a logical con- 
comitant of a financial policy which prevented an effective use of 
this foreign balance through long-term financing and an additional 
deterrent to the French rentier. 

Dr. Einzig’s book is an interesting study of an interesting 
aspect of the history of the last decade — a decade full of dangerous 
contradictions and disruptive tendencies. One can only endorse 
the general conclusion that not destructive fight but peaceful 
co-operation must be the aim of the financial powers. One is 
tempted to ask, however, whether the author would not have 
performed a better if less agreeable service to London by pointing 
out not on what grounds it is to bo wished that financial supremacy 
should return to London, but what conditions — economic and 
financial — must be fulfilled to make this restoration possible and 
effective. Only through the solution of this problem will London 
bo able to assume her role as co-ordinator in world finance and do 
her share in the reorganisation of our present economic system 
necessary to ensure its continued existence.^ 

T. Balooh 

The Crisis in Australian Finance 1929-31. With Introduction 
by E. 0. G. SiiANN and D. B. ('opland. (Angus and 
Robertson, Ltd. Sydney. Pp. 201. Us.) 

This is a well-chosen collection of documents, indicating 
“ the evolution of opinion among responsible groups during the 
crisis ” and covering the j)criod from October 1929 to Marcli 1931. 
Especial attention may be directed to the award of the Common- 
wealth Court of Arbitration in January 1930, reducing wage rates 
by 10 per cent. The summing-up of the Court, together with the 
evidence of Professor Copland, which precedes it, occupies about 
a third of the volume, and gives a well-reasoned picture of the 

^ This review was written before the finaneial crisis forced England off the 
gold standanl. Its conclusion becomes even more important in the present 
situation, when a new plan of currency management or stabilisation has to bo 
worked out. 



696 THB EGONOMIO JOURNAL [DEC. 

situation. The Report of the Committee to the Canberra Con- 
ference contains many useful statistics. The editors contribute a 
very readable introduction, and the little volume as a whole can 
be warmly recommended. 

The broad outlines of the Australian crisis are well known. 
Three points concerning banldng policy, however, may be of 
interest. First, English readers may be puzzled by the stress 
laid by Australian writers upon the changing ratio of the banks’ 
advances to their deposits. Taken alone, this ratio appears to toll 
us little. In Germany, for example, a bank has sometimes been 
founded by an industrial group, and has been given a very large 
capital in order to lend most of it (on long-term) to that group ; 
its advances have therefore exceeded its deposits. In Australia, 
however, the ratio has a special significance. Most of the foreign 
exchange business is in the hands of the banks. When Australian 
importers buy foreign exchange they reduce their deposits or 
increase their advances and — in contnist to internal transactions 
— ^no corresponding new deposits are created in Australia. 
Instead, the London balances of Australian banks tend to 
diminish. Thus, as long as Australia was trying to “ peg ” the 
exchange value of its currency by maintaining a sterling-exchange 
standard, an increase in this ratio (assuming that banlvs’ capitals 
remained the same) indicated a less favourable balance of trade, 
and acted as a danger signal, comparable to the falling of the 
exchange-value of the pound to near the gold export points in 
the case of Great Britain. I'hc ratio increased from 82 per cent, 
in Juno 1928 to 90 per cent, in December 1929. 

Secondly, it may bo thought that the decline in the note- 
issue from some £57 million in June 1924 to some £44 million in 
Juno 1928 indicates deflation. This is not so. During this 
period £14 million of £1000 notes, which the trading banks had 
used solely to settle their clearances, were withdrawn and 
replaced by deposits of the trading banks with the Common- 
wealth Bank. These deposits arc regarded by the trading banks 
as cash, so that the total cash did not decrease. It has been urged 
that the banks pursued a policy of deflation before the crisis. In 
fact, they did the opposite. Australians do not seem fully alive 
to the significance of the cash-deposits ratio. Mr. Mackay, for 
example, scarcely mentions it in liis book on tho Australian 
Banking and Credit System. The present volume contains only 
one passing reference to it. Yet this ratio fell from 18*8 per cent, 
in June 1928 to 14 per cent, in June 1930. This means that the 
appropriate response to the rising advances-deposits ratio — 



1931] MACKAY : AUSTRALIAN BANKING AND CREDIT 


597 


assuming that Australia wished to keep her currency tied to 
gold — ^was not made. The banks did not deflate : they inflated. 

Finally, I think the example of Australia shows that monetary 
policy alone may not bo sufficient to cope with internal and 
budgetary problems in the face of practically fixed wages and 
interest-charges and other rigidities. (A free exchange rate, 
however, has solved her external balance -of -trade problem, and 
has spread the loss arising from the fall in export values over all 
purchasers of imports.) The wisdom of her attack on the rentier 
as such may be doubted, but the direct reduction of wage rates 
and of public expenditure was a necessary supplement to deflation. 
This appears to bo true also of Great Britain : for example, a 
policy of deflation might fail to reduce wages in the sheltered 
homo industries in order to enable them to expand. 

F. C. Beniiam 

The Australian Banking and Credit System. By A. L. G. AIackay. 

(P. S. King & Son. 1931. Pp. 255. 125 . 6d.) 

The chief contribution to knowledge of this volume is a brief 
life-history of the fifty-seven banks which have been established 
in Australia up to the present time, beginning with the Bank of 
Now South Wales in 1 81 7. Of the fifty-seven, sixteen still survive, 
sixteen have failed, and twenty-live liave been absorbed by others. 

Air. AIackay, however, has a thesis. Ten new banks were 
established between 1834 and 1841, and two years of financial 
stringency ” followed. Twelve now banks were established 
between 1877 and 1888, and five years of financial stringency 
followed. Hero, thinks Air. AIackay, wo have cause and eilcct. 
“ The root cause of the 1893 crisis, and also, one gathers, of the 
earlier 1843 crisis, was the existence of too maiij’' banks, organised 
in such a way that there wiis no control of their credit policy.” 

His contention is not that a few banks with numerous branches 
art^ safer and more economical — because the cash reserves of each 
bank are mobile between its brandies, while fluctuations in 
demand can bo offset between districts — tJian many indeixjndent 
banks. Few W'ould dissent from that. But the twenty-six 
banks of 1893 had nearly fifteen hundred branches. The thesis 
is that twenty-six was too large a number. “ How was it possible 
for twenty-six banks to operate in 1893 on £150,000,000 of 
deposits and a population of 2,000,000 when in 1930 fifteen banks 
require £400,000,000 of deposits and a poiiulation of 0,000,000 ? ” 

At first sight, this emphasis upon the number of banks is re- 
markable. Why not consider rather the number of branches 1 
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Why not include the sixty mortgage, land, and building societies 
and all the other institutions which competed with the banks in 
the borrowing and lending of money and about which the book, 
despite its title, tells uS almost nothing ? The canswer appears to 
be that keen competition for deposits and borrowers among an 
“ excessive ” number of banks was the real cause of the undue 
expansion of bank credit. 

The train of events leading to the 1893 crisis I'esembles those 
leading to other Australian crises, including the recent one. For 
some years — 1880 to 1888 — ^there was inflation in the sense of an 
expansion of spending power, especially bank credit. Loans in 
one form or another flowed into Australia from Great Britain. 
Land values and sheep prices were very high. Imports into 
Australia were unusually great. Then wool prices dropped and 
the flow of investment slackened. It became clear that the 
banks had been lending too freely on inadequate security. A 
period of deflation and liquidation followed. An important but 
neglected aspect is “ capital consumption.” The land was thei’e, 
so that savings invested in the purchase of land did not result in 
new capital equipment, but were largely spent on consumers’ 
goods by the sellers of land. Hence the real capital of Australia 
failed to increase adequately. 

The question is whether all this would have been avoided with 
fewer banks. I certainly do not think so. With a number of 
banks, any bank which begins lending more freely loses cash to 
the others and is checked. Simultaneous action by a largo pro- 
portion of the banks is needed for any considerable “ bank 
inflation ” by the system as a whole. A single bank for the 
whole country, to take the opposite extreme, has not that check 
upon its credit expansion. It therefore has greater power, for 
good or ill. Nor can it fairly be urged that the management of 
such a single bank or of a few banks would show more wisdom 
and restraint than the average of the managements of matiy 
banks. In the flrst place, a general credit expansion suggests a 
common cause, aifecting all banks simultaneously. This common 
cause can be described briefly as over-optimism. It would surely 
have been as powerful with one bank, or a few banks, as with 
twenty-six. In the second place, a single bank, or a strictly 
“ controlled ” system, is more liable to the pressure of govern- 
ments and of public opinion, and this pressure is usually against 
“ hampering restrictions ” and in favour of inflation. Thus, in 
my view, Mr. Mackay’s thesis cannot bo sustained. 

F. C. Benham 
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Taxation : Its Incidence and Effects, By H. A. Silverman. 
(Macmillan & Co., Ltd. 1931. Pp. 360. 7^. 6d.) 

Mr. Silverman has attempted the ambitious task of reducing 
the theory of taxation to plain terms. He has, and claims, the 
advantage that the enormous increase in public expenditure of 
recent years has at least greatly stimulated public interest in the 
whole subject of public finance. But he labours, no less, under the 
undoubted disadvantage that there is no department of economics 
in which conclusions capable of practical application are more 
earnestly to be desired and more difficult to come by. The 
main effects of taxation arc indeed tolerably easy to trace. Wo 
know that taxation frequently eats up savings and discourages 
enterprise; but of the magnitude of the damage thus caused, 
and of the extent to which this is offset by increased efforts 
stimulated in those whose objective is the maintenance of a fixed 
income or the accumulation of a definite capital sum — of these 
all-important matters we know virtually nothing. Inevitably, 
the effect of Mr. Silverman’s fair and balanced argument must 
be to open the reader’s mind extraordinarily wide — so wide as 
to leave room for practically any possibility. An increase in 
income tax, for example, may produce results a, 6 or c; but 
then it may equally well produce p, q and r; or even a;, y and z. 
In the absence of any quantitative evidence as to which result 
is likely to predominate it is no wonder that the taxpayer still 
feels helpless to pronounce on the wisdom of those who bleed 
him. 

For this, however, Mr. Silverman is not altogether to blame. 
He has done his best with what is, fundamentally, a very unsatis- 
factory subject. His arguments are clearly marshalled and 
generally convincing as far as they go, and his gift for putting 
complicated things in simple terms is most conspicuous. The 
ground, moveover, is well covered even in the short space of this 
book. The author discusses first the general principles of taxa- 
tion, including current conceptions of equity and economy and 
a search for that will-o’-the-wisp, taxable capacity. From this 
he proceeds to an analysis of the general laws of incidence and 
the effects of taxation which arc commonly (but not altogether 
happily) distinguished from incidence. With the general theory 
thus clearly stated, Mr. Silverman devotes the rest of his book 
to a systematic study of the incidence and effects of each of the 
principal groups of taxes in turn. 

On the vexed question of the incidence of income tax Mr. 

No. 164. — VOL. XLi. R It 



600 


THE EOONOMIG JOURNAL 


[DEO. 

Silverman comes down, on the whole, on the side of those who 
believe that this tax stays where it is put. He suggests, how- 
ever, that an exception to this rule may be found in the income 
tax of retail shopkeepers selling luxury goods for which the demand 
is inelastic. But it is not clear how even this case withstands 
Mr. Silverman’s own argument that the price policy which gives 
the largest return apart from income tax still remains the most 
remunerative even after deduction of the tax. 

On one or two other points the validity of Mr. Silverman’s 
argument may be questioned. On p. 180 ho seems to ignore 
the fact that it is not only because taxation causes a “ physical 
reduction in one’s income and capital ” that it occasions a pre- 
ference for safe over risky stocks. Since the tax on actual losses 
cannot be recovered, a speculative investment in which high 
gains alternate with losses necessarily pays over a period of 
years a higher aggregate of income tax than a gilt-edged stock 
yielding an equivalent average sum. It is in this way that the 
tax differentiates against the more speculative venture. Again, 
on p. 282, Mr. Silverman argues that the whole burden of a new 
tax on land cannot be capitalised on existing owners, since, if 
it were, there w’ould be no advantage to anybody should the tax 
subsequently be repealed ; which is absurd. This, however, over- 
looks the fact that the repeal of an old is exactly parallel to 
the imposition of a new tax. So long as the tax is in force, 
no owner subsequent to the first suffers anything by it, and the 
whole burden may, therefore, justly be said to be capitalised on 
that first owner. In exactly similar fashion the repeal of the tax 
presents a windfall to the first, but to no subsequent, owner; 
from which we deduce, not that the amortisation theory is false, 
but that it is equally applicable to positive and negative changes 
in taxation. Barraea Wootton 

Some Economic Consequences of the Great War, By A. L. Bowley. 

(Ijondon : Thornton Butterworth. 2,9. 6d.) 

At times of general elections it is becoming the custom for 
each political party to issue a handbook of “ facts for speakers.” 
These facts are largely in the form of figures, and have all the 
appearance of accuracy; but those listeners — and perhaps 
speakers, too — ^who may feel qualms about accepting and retailing 
the selections and summaries of admittedly biased organisations 
must rejoice in the appearance of this now and somewhat novel 
addition to the Homo University Library. 
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True, the title is misleading; for the book is essentially a 
chronicle of such facts and events of the years from 1919 to 1929 
as are statistically measurable, and not an analysis of the degree 
to which the war was responsible for events, whether measurable 
or not. Many of the events that are recorded of the post-war 
decade, such as the fall in birth and death rates and the progress 
of new industries based on technical invention, were not primarily 
a consequence of the war, as Professor Bowloy himself admits ; 
and many of the more important economic consequences of the 
war are not statistically measured, and some even aj)pear to be 
happening after 1029. In 1931 it is surprising to road (page 20) 
that “ the complete stabilisation of European currencies was only 
reached in June 1928.” 

Wisely, Professor Bowloy reaches few final conclusions, and 
confines himself to a very complete yet happily summarised 
statistical account of the recent progress of the nations. The 
main headings are Population, Currency and Prices, Capital, 
National Debts and Taxation, Changes in Distribution of Income, 
Displacement of Labour, Foreign Trade and Unemployment, and 
finally Nationalism and Internationalism. It is a tribute to the 
Government departments concerned and to private investigators 
— such as Professor Bowley himself — ^to discover how much 
information (and information under how many- headings) can 
now bo had in exact and fairly accurate numerical form. 
Additional statistical information might, indeed, have been added 
of facts no less attributable to the war — ^the flow, ebb, and then 
stabilisation of trade union membership, for instance, and the 
ups and downs in their activity as measured by the severity of 
strikes ; or, again, measurements of the disturbance in the price 
mechanism by comparison of relative changes in wholesale and 
retail prices, interest and discount rates, and in other banking 
statistics. The chapters concerned with labour, and the chapter 
on Currency and Prices, might thus have gained in cogency ; and 
an additional chapter might well have been devoted to post-war 
changes in industrial structure and conditions, instead of tuck- 
ing away paragraphs on riitionalisation and hours of labour in 
the chapter on Nationalism and Inteniationalism. For these 
additions, space would perhaps bo worth carving out from the 
nine tables and throe diagrams on population. But admittedly, 
while population is the statistical Tom Tiddler’s ground, the 
statistics of industrial structure, as understood by the American 
Census of Manufactures, tend in England to be a game of 
blind -man’s bufi. 


rr2 
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These suggestions are merely in the nature of minor alterations 
upon a most amazing feat of selection and compression. Its own 
index, indeed, hardly does justice to the number of subjects the 
work deals with. Admirable remarks about women in industry 
appear not only on page 59, as the index tells us, but also on 
pages 141 to 145 and page 157 ; and hours of labour are discussed 
from pages 253 to 237, and tariffs on pages 198 and 199, both 
without any reference in the index. Finally, author and printer 
must be congratulated on the neat and logical arrangement of 
the figures and charts on pages of somewhat limited area. These 
tables are likely to prove so useful that one regrets their inevitable 
“ dating ” with the passage of time — and elections. Would it 
not be possible in editions of future date not merely to bring the 
figures up to that date, but to leave blank spaces for the reader 
to fill in the figures for subsequent dates himself? Bowloy’s 
Economic Consequences would then, wo feel sure, be the standard 
“ speaker’s handbook ” for many a year to come. 

P. Sahoant Flokenck 

The University, 

Birmingham, 


Om del ekonomiska lAvcIs Ryimik (Rhythmics of Economic Life). 

By Johan Akkuman, Ph.D. Stockholm. 1928. 

The scope of this work is indicated by the following Abstract 
of the Preface : — 

“ Dynamic problems have been studied systematically during 
the last thirty years. Two lines of attack have been attempted ; 
one deductive, the other inductive. The author has tried to 
work out a synthesis of the two trends of thought. I'he investiga- 
tion thus uses Knut Wickscll’s Geldzins nrul (UUeriyreise (1898) 
and the statistical work of the Harvard committee of economic 
research as starting-points. 

“ Just as the theory of economic crises has given way to the 
theory of economic cycles, it seems now appropriate to pose a still 
wider problem : the theory of economic changes, being a study of 
the principal periods in economic life and their inter-relation. 
It is the author’s conviction that a theory of economics which 
can reconcile the law's of the ceteris 'imrihus type with a theory of 
economic dynamics must start from the empirical facts and — ^just 
as in modern physics — ^anticipate these laws, and build the 
theoretical reconstruction on the groundwork of real observations. 

“ After a preliminary analysis of the problem of causal con- 
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ncctions iu natural and social sciences, the investigation is divided 
in two parts. The first, critical, part is a synthetical review of 
the important theories of economic cycles. The purely monetary 
and the agrarian theories being refuted, the conclusion is drawn 
that the main problem lies in the sphere of saving and investment, 
i.c. in the community’s and the entrepreneur’s valuation of present 
and future consumption. The second, constructive, part puts 
forth a theory of interdependence between seasonal, cyclical and 
secular changes. The variation of construction of capital goods — 
of goods for future consumption — is thus seen to be dependent on 
periodic changes in valuation, these periods being to a large 
extent determined by ‘ objective ’ factors, such as the year’s 
length, the average time required to construct new capital goods, 
and different psychological time factors related to the widening of 
optimism or pessimism. The periodic change of saving and 
investment within the year, the same sort of variation within the 
short and the long business cycle, and within still hypothetical 
secular periods, are thus inter-related in many ways.” 

The. Federal Trust Policy. By J. 1). (^lark. (London : Hum- 
phrey Milford. Pp. 305. 126*. Orf.) 

The Law relating to Trade Cmnhirmlions. By A. L. Haslam. 
(London : Allen and Unwin. Pp. 216.) 

These books show how diverse is the attitude of the Law 
towards trade combinations in countries of similar industrial 
structure ; and yet the diverse conclusions are reached in both 
cases, those of England and the United States, by the evolution 
of the “ rule of reason ” in judicial decisions. In the United 
States, this rule has the more limited application, because the 
(Courts cannot over-ride the definite terms of a Statute which 
eompletely bars agreements between competitors; the rule can 
therefore apply only to the interpretation of the degree of mono- 
poly obtained, or of monopolistic practice exercised, by large 
combinations. But in England it also applies to agreements, 
and the most important judgments have refused to regard these 
as in themselves contrary to jiublic policy. Indeed, the coal 
industry in England has been organised by law on the model of 
the Cartels. 

Professor Clark’s review of the Sherman Ac*t is admirable in 
its historical arrangement, showing how at each stage the inter- 
play of the influences of public opinion, economic argument, and 
legal interpretation. He claims for its author a foresight which 
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the course of events has shown to have been right in political 
sense and intention, and proper in its formal legal statement. 
The Act was passed quietly, not in response to agitation ; Senator 
Sherman gives it only brief mention in his biography. It came 
into prominence because the events occurred against which it 
had been calmly prepared. These events began with the com- 
bination movement of the late nineties, which gave the policy of 
the Act a conscious public significance, which the debates of the 
Roosevelt and Taft administrations evolved both positively and 
negatively — what it was and what it was not — ^till the judgments 
of 191 1 gave a settlement. The judicial stages of this evolution, 
from the Knight case onward, are well known ; Professor Clark 
has filled in the background of press activity, administrative 
measures, and economic discussion. He holds that the Trade 
Association, and the Trade Practice Submittal as worked under 
the aegis of the Federal Trade (Commission, can give a fair regula- 
tion of competition ; but rejects the suggestion tliat trade agree- 
ments could in individual cases be passed as valid by some 
tribunal of enquiry. “ VVliat is the public interest should be 
determined by the legislative body; if it is determined by an 
administrative body we have that unfortunate uncertainty as to 
the law which gives force to the objection to government by men 
rather than by laws, a policy to be followed only in emergencies.’* 
The Sherman Act, allowing the merger to exist on its good 
behaviour, and forbidding the restrictive agreement, has, ho 
thinks, maintained competition and expansion, and “ withstood 
every challenge for forty years as an example of that perfect 
legislation which . . . exemplifies the American theory of 
individualism.” 

Turn to Dr. Haslam’s book, and wo liave the different story 
of a case-made law, which forbids in terms no kind of structure, 
has generally refused to consider economic results, but has relied 
on freedom of contract as the key to what is expedient in trade 
agreements. The rule of reason Jias a different meaning wlien it 
looks mainly to the relations of parties, regarding “ public 
policy ” as an “ unruly horse,” from what it has when it looks 
more to the consequences to be expected from particular kinds 
of organisation. I'he result is that in England it is much more 
difficult to say liow the next important judgment would go than 
it is in America. Mr. Haslam inclines to the conclusion that 
something more definite is required in this country ; some more 
positive custodianship of the public interest. But he has no 
solution, though he thinks most of the Karidlgeaetz. Through 
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the labyrinth of the law, he is a most able and interesting guide, 
and his book is in that respect a real service to economists. 

I). H. MACGREGOR 

Combines and RcUionaliscUion in Germany, 1924-1928, By 

D. Warrinbr, B.A. (Oxon.), Ph.D. (Lond.). (London: 
P. S. King & Son, Ltd. 1931. Pp. vii + 226. 10.^. 6cZ.) 

Miss Warrinbr carried out this study while holding, first, 
a research studentship at the Loudon School of Economics and, 
afterwards, the Mary Somerville Research Fellowship at Somer- 
ville College, Oxford. These two appointments are brilliantly 
justified in this book, which, mainly based on oflicial inquiries, 
will long hold a place as a source of information on the problems 
of business organisation in Germany after the inflation period. 
It is difficult to praise the book sufficiently without appearing 
to exaggerate, and even if this reviewer were to confine himself 
to stating the number of marginal “ scorings ’’ he has made on 
the pages — distinguishing single from double and multiple “ scor- 
ings ” — the figure would seem incredible. The difficulty of 
dealing with the book is enhanced by its concentration; the 
argument is confined to 158 pages only, while 50 pages are occupied 
by appendices of statistical and other information relating to 
the industries dealt with in the main text, 14 to a bibliography of 
German sources, and 3.^ to an index which might advantageously 
have been much fuller. 

The first chapter on “ industrial and financial setting of the 
combine movement ” draws attention to the differences in Ger- 
many between the “ heavy ” and the “ finishing ” industries. 
The former, characterised by high and invariable fixed charges, 
were largely combined before the War for technical reasons and 
through the necessity of overcoming the high transport charges 
arising from the location of businesses on inland coal-fields. 
The “ finishing” trades, on the other hand, had low overhead 
costs, were only loosely organised, if at all, and worked for markets 
“ usually limited to a special, fairly constant demand ” ; they 
employed, also, a relatively high amount of working capital. 
The banks supplying long-period capital naturally favoured the 
older and larger firms of the heavy industries. During the infla- 
tion period all businesses made issues of share capital, and where 
those were invested in fixed plant, as in the heavy industries, 
the equipment remained even after the subsequent writing down, 
but the finishing industries, which used their new issues as working 
capital, lost much if not all and their credit position was gravely 
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impaired. The financial situation forced all trades rapidly to 
organise in order to strengthen themselves, and herein lie the 
causes of the formation of the typical finishing organisations, 
the loose groups of interests described as concerns, and the con- 
dition cartel, shortening the terms of trade credit ” (p. 11). (A 
“ concern ” is “ any financially interconnected group of firms 
(p. 14)). Through lack of adequate production statistics it is not 
possible to estimate accurately “ the extent of market control,” 
the theme of Chapter II, but Dr. Warriner estimates that out 
of a total industrial production valued at 35 milliard marks in 
1926, the aggregate output controlled by cartels or trusts was 
of the value of 21 milliards. The total includes completely 
controlled output in coal, “ iron and steel, iron ore,” non-ferrous 
metals, and chemicals, 80 per cent, in the elcctro-chemical in- 
dustry, one-half in “ iron and steel goods ” and engineering. 
Among the notable cases of extension of control arc the organisa- 
tion of the scrap steel trade, the advance of the paper trade in 
controlling the marketing of its raw material and of its finished 
product, and, in the generally weak textile group, the emergence 
of trusts or cartels in linen yarn, hemp, and linoleum. Combina- 
tion in the highly important trades of food, clothing, building 
and contracting, and timber, which employ about 5| million 
out of the 12.^ million operatives and salaried staff engaged in 
German industry, and whose principal cost is wages, is probably 
negligible as an efficient force. 

The author’s views in the third chapter, on the extent of 
rationalisation,” will surprise many who use that hard-worked 
word in a loose sense, for she declares the scheme carried out 
by the chemical trust to be the “ only example of genuine rationali- 
sation.” Rationalisation in her sense ” connects the processes 
of works reorganisation and scientific management usually 
associated with the name of Taylor, the processes of standardisa- 
tion and specialisation associated with the name of Ford, with 
the industrial combination movement in both its aspects of 
financial amalgamation and price control. The novelty con- 
sists in the combination of the two ideas-- regrouping as a pre- 
liminary to reorganisation ” (p. 29). The coal industry is not 
rationalised in this sense, for the problems of inefficient mines 
and excessive output can only be settled by unitary control, 
which is not possible, since the mines are the property of the 
iron and steel concerns.” The Steel Union is powerful and has 
carried out some internal reorganisation, but '' for thorough 
rationalisation, unitary financial control of the greater part of 
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the industry is necessary, and this the trust docs not possess, 
nor is it capable of acquiring it ” (p. 43). Striking results have 
been secured in some finishing trades which, having low over- 
head costs, can easily regroup their works, some branches 
of engineering, linoleum, clocks, pottery. Chapter IV, on “ the 
Trust and the State as rationalising agent,” regards the cartel 
as “ not as a rule a suitable instrument for reorganisation, except 
as a preliminary, a guarantee that the work done will not be 
wasted. . . . The superiority of the trust as a rationalising 
agent is now generally recognised ” (p. 48). “ German conditions 
have, however, produced a composite typical organisation — the 
cartel, whose members are a few large concerns, differing in size, 
but not differing so much as to compel absorption of the smaller 
members ” (p. 50) ; this type avoids both over-investment and 
over-capitalisation and, with the aid of the trade association, 
can study the trade cycle with a view to stabilisation. Where 
reorganisation would bring about a return to profital)lencss, but 
the industry for internal reasons is unable to reorganise itself. 
Miss Warriner considers that a case is made out for State inter- 
ference in the form of compulsory amalgamation and rationalisa- 
tion, and in this regard discusses the cases of potash, cement, 
coal, cigarettes, rolling stock, etc., where such interference was 
either applied or asked for in Germany. 

“ The achievement of the combines,” the theme of the fifth 
chapter, occupies as much space as the preceding four chapters, 
and only a few fragments of the valuable discussion can be re- 
ferred to. Cartel and trust, says the author, “ can be credited 
with definite success in attaining two objects — cost reduction 
and extension of the market ” (p. 64). These special cases of 
costs are considered. High overhead costs require large pro- 
duction units and lead to cartels, but the enhancement of profits 
stimulates over-investment in the industry ; this is exemplified 
in the cement trade, where combination has been possible only 
in recent years and is now threatened by the production of cement 
by steel-works. Transport costs arc the special problem of 
mining, and the coal industry, after pressing the development 
of canals, is now pushing a grandiose scheme for the transmission 
of gas from the Ruhr to the industrial districts and ultimately 
to the whole Empire; as the industry is unable to carry out a 
comprehensive scheme of closing down unwanted mines, its 
salvation can only be found in further concentration on the by- 
products of coal. The cost of working capital has been reduced 
to some extent in the textile trades by large “ concerns,” of 
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which an outstanding example is the Blumenstein jute trust under 
the Bank fiir Textilindustrie ; the shortening of trade credit 
by a cartel is another means, and the brick cartels obtain capital 
cheaper by mutual guarantees. As for market policy, stabilisa- 
tion and regulation have always been the chief aims as regards 
the home market, but a cartel in fixing quotas for its members 
must not leave out of account its future expansion. German 
industry in general appears to rely much less than formerly on 
cartel policy as an instrument for pushing export sales. . . . The 
effect of the growth of syndicate organisation in the finishing 
branches must be more than outweighed by the steel cartels 
ceasing to dump the ' A products ’ ” (p. 86). In the case of 
many products export prices are now controlled by international 
agreement. Engineering has gone far in the centralisation of 
sales for export, but the small industries of clocks, musical instru- 
ments, toys, pottery, glass, and leather, which have to a great 
extent lost their formerly importsint export markets, find organisa- 
tion for export difficult. The typical new industries of aluminium, 
artificial silk, and synthetic nitrates have high overhead costs 
and an expanding market; they are monopolistic and, controlling 
prices, have financed expansion out of accumulated profits. 
Neither in aluminium nor in artificial silk has control of the inter- 
national market been secured by the various national interests, 
but, as a price-cutting struggle would be ruinous, agreement 
must be reached as in the nitrate industry. 

The sixth chapter, on “ the effect of the combination move- 
ment on general industrial conditions,” is of great importance. 
“ The cartel’s tendency to raise prices, the trust’s tendency to 
self-finance, were obvious from the beginning of the movement 
in the 90’s ” (p. 101). To-day the situation is that “ the com- 
bine takes over the risk-bearing function from the capital and 
commodity markets, thus taking over at the same time their 
regulating function and becoming a self-governing entity, which, 
far from merely fixing prices and striving to counteract forces 
already acting on the market, controls the working of the forces 
themselves. Therefore the view implicitly held is that prices 
should bear the cost of expansion and in old industries the cost 
of closing down, a doctrine incompatible with the type of economic 
theory which analyses capitalism as a system regulated by laws 
operating in the market ” (p. 103). Market control has increased 
since the War by development of sales associations, eliminating 
the merchant both for home and export trade. The adjustment of 
prices to costs ‘ ‘ has disturbed the pre-war inter-relations of business 
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fluctuations, dislocating raw material prices from their close con- 
nection with general business conditions ’* (p. 109). The “ flight 
of capital to real values ” in the inflation period and investment 
by foreign borrowing in 1926-8 have resulted in “ a diminution 
of the power of the banks” (p. 116). “ If the combine takes 
over from the market the function of financing its own expansion, 
the risk-bearing function in investment in new industries must 
bo undertaken also ” (p. 123). This is now taking place, for 
“ the expansion of the new industries, synthetic nitrates, artificial 
silk, low temperature carbonisation and hydrogenation of coal, 
has been financed by the consolidated coal and chemical industries 
jointly and individually ” (p. 122). “ There can be no i^rinciple 
of co-ordination,*’ declares Miss Warriner, “ between co-ordinated 
industry and co-ordinated finance; in the incalculable inter- 
action of the two lies the complexity of the German economic 
situation ” (p. 124). 

In Chapter VII, “ the problem of State policy,” the author 
discusses the ineffectiveness and inappropriateness of the Cartel 
Decree of 1923, the reform of company law, and the proposals 
of the Jurists’ Conference of 1928. Chapter VIII, on “ the 
problem of tlieoretical analysis of the combine movement,” 
discusses the classical doctrine of monopoly and Schumpeter’s 
views on the dynamic character of industry, and finds both of 
little help. Behind the opposition of the two methods of approach 
“ lies the theoretical antinomy between theory which treats the 
dynamic elements as friction and theory which, in giving the 
dynamic forces their proper treatment, loses all general principle. 
So long as it persists there can be no consistent attitude to the 
combine movement. At present the two methods of approach 
are roughly equal in their intluence on economic thought ” (p. 158). 
But thirteen pages are too few for this subject. 

Hbnrv W. Macrostv 

Kapital UND Kapitalismus. Vorlesuiigen gehalten in der 
Dcutschen Vereinigung fur Staatswissenschaftlich Fortbil- 
dung. Edited by Bernhard Harms. (Berlin: Reimar 
Mobbing. Vol. I, pp. 513 ; Vol. II, pp. 511. 1931.) 

In the autumn of 1930 the German Association for the Ad- 
vancement of Education in the political sciences organised in 
Pyrmont a course of study on various aspects of Capital and 
the Capitalist system. Specialists in many departments of 
practical life as well as distinguished teachers of Economics 
participated in the course, and the fifty-four lectures that were 
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delivered have been reproduced in two stout, well-printed volumes, 
which Prof. Harms, of Kiel, has edited. 

The course was well planned. An introduction (four lectures) 
surveyed the ground to be covered; the course proper began 
with an account of the part played by Capital in the Capitalist 
System (six lectures) ; this led logically to the consideration of 
the growth of capital (five lectures) and the market for Capital 
(ten lectures), including a review of Banking, with special reference 
to Germany, of Central Banks and of the Bank for International 
Payments. The utilisation of Capital in German agriculture 
and various industries (including aviation) formed the fourth 
section of the course (eighteen lectures); the destruction of 
Capital was the subject matter of five more lectures, and a con- 
sideration (six lectures) of the new attitude to Capital in con- 
nection with the formation of new social systems {e.g. Soviet 
Russia) concluded the scries. 

• It is evident that these two volumes, covering as they do 
a wide field, arc a mine of information on very many problems 
arising out of Capitalism in general and the Capitalist system 
in Germany in particular. 'Ihc lectures, which are popular in 
style, will be read with no little interest by those who are begin- 
ning their researches into the many-sided aspects of Capitalism. 
Not a few show a good deal of skill in the art of compression. 
Yet, summaries though they are, the lectures cither stimulate 
thought or furnish information. 

Where there is so much that may be warmly commended it 
is invidious to direct special attention to particularly good pieces 
of work. But most of his readers will agree that the opening 
lecture, by Prof. Willy Hellpach, of Heidelberg, is a delightful 
essay, weighing up the prospects of aristocracy, the bourgeoisie 
and the collective way of life. His analysis of the attitude to 
Economic activities of the Middle Classes shows knowledge 
touched with humour. Prof. H. de Man, of Frankfurt, in con- 
sidering the relations between (/apitalism and Socialism, has 
many a shrewd tilt at Marx, although he holds him in high esteem 
as an economist. Prof, dc Man possesses the gift of expressing 
an illuminating idea in a brief sentence or two. Thus, he explains 
that great souls combine criticism and comprehension in an 
eminently high degree. Marx hated the Economic system 
around him, but he comprehended it none the less. “ No one 
understood Israel better than Jeremiah. No one understood 
the Roman Empire better than Augustine. No one understood 
the Middle Ages better than Luther. No one understood the 
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French Revolution better than Napoleon. No one understood 
Capitalism better than Marx.” Prof, dc Man, too, engages in 
criticism of the Capitalist system. But on the question of 
Capitalism v. Socialism he refuses to be a prophet. He holds 
that it is the business of scientific research to analyse problems, 
not to foretell the future. 

Of 8orabart*s two lectures on the meaning and development 
of Capitalism, it need only be said that they will delight all those 
who are acquainted with his writings. Another very useful 
lecture is Prof. Saitzew’s, of Zurich, on the various meanings 
of the term Capital from Adam Smith's time to our own. Students 
will agree that here is as comprehensive and clear a survey as 
any they can find of a theme which has a voluminous literature 
in many languages. 

If these are four outstanding lectures in the sphere of theory, 
Dr. Felix Somary's two lectures on the International Money 
Market rank with them in the sphere of descriptive Economics. 
The whole of the second volume is devoted to this field, more 
especially to present-day conditions in Germany. As an intro- 
duction to a problem fraught with extraordinary possibilities 
this second volume will be found exceedingly helpful. 

It was well worth while bringing these fifty-four lectures 
within reach of a larger audience than assembled at Pyrmont. 
'Phe editor would have added to their usefulness by providing 
the two volumes with an index. M. Epstein 


An OtUUne of Modern Knowledge. (Ijondon : Victor Gollancz. 
1931. Pp. 1103. Is, 6d.) 

This compendium includes three articles of special interest to 
economists, those of Mr. M. Dobb on the “ rntroduction to 
Economics,” of Professor Gregory on “ Finance,” and of Mr. Cole 
on “ Industrial Organisation.” All tlio contributions to the 
volume have high authority. 

Mr. Dobb's approach is historical. One of his central theses 
is that economics “ had its origin and derived its force as a direct 
apologetic of capitalist individualism.” The impetus came from 
the “ natural law ” philosophy of the age. He seems clearly to 
mean that the Physiocrats assumed that “ natural law ” governed 
the economic universe, that the task of economic analysis w'as ‘ to 
discover and postulate natural laws,” and tliat therefore they 
played “ the historical role of intellectual champions of the new 
capitalist order.” Although “ English economists followed 
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Adam Smith in expounding that imposing symmetry of economic 
harmonies which would come to birth if it were not suffocated 
and strangled by an unnatural degree of obstetrical attention,” 
it is not clear whether Mr. Dobb means that Smith played a role 
similar to the Physiocrats in the genesis of economics, for Smith 
was much more concerned with composing a commentary on 
specific economic questions and in advancing a practical thesis 
than in establishing a conceptual unity.” The exception suggests 
that in a fuller exposition Mr. Dobb’s view would be less dogmatic. 

Another central thesis is that since modern economic theory 
poses a different set of questions from classical Political Economy, 
the former is not competent to pass judgment on most of the 
wider issues with which the latter was concerned. ” The difference 
seems to bo that the ‘‘ new economics ” (the marginal utility 
school) concentrated on a theory of price, its purpose being “ to 
postulate the scries of equilibria which would result under various 
possible sots of conditions,” while classical economics was con- 
cerned with the conceptions of “ real cost ” and “ surplus,” with 
the “principle of intrinsic value as a key to the problem of 
equivalence.” It was left to Marx to clear the Ricardian system 
of its “ natural law ” framework and it was ho who “ crowned 
the classical edifice.” The short treatment of Marx's solution of 
the problem of the relation of profits to exchange value docs not 
substantiate the claim. 

The discussion of modern economic analysis ends by conceding 
that it “ seems to have developed a technique which may well 
prove of permanent value.” Mr. Dobb’s critical insight suggests 
again that ho would grant most of the case of those who are 
interested in economic analysis as such. The violence of his 
disagreement diminishes as his “ normative ” interest recodes and 
as he accepts the “ limited enquiry ” with which the economist is 
content. 

Professor Gregory’s task is easier, though still difficult enough. 
He describes the financial mechanism and the intercomiections of 
public finance, company finance and monetary and banking 
systems. The article is a model of lucidity. There is an 
instructive running comparison of England with the United States. 
Judgments are not excluded. For example, refreshing scepticism 
is shown with regard to the belief that high income taxes and 
death duties destroy the spirit of enterprise and that the net 
effect of the “ dole ” is demoralising. One doubtful dictum may 
be mentioned. Surely it is an exaggeration to say that 1929 stock 



1931] 


RANKIN : ARBITRATION PRINCIPLES 


613 


prices in America “ did not scorn absurd, because there was no 
scientific standard by which to measure what they (mght to be 
worth.’* The economic reasoning behind the conception of a 
normal number of years* purchase is not made nugatory because 
an “ irrational ** public continues to drive prices up and 
“ yields *’ down. The economist does after all label the public 
irrational. 

Mr. Cole first analyses capitalism in order to prepare the 
ground for discussing the socialist alternative. The most 
important connecting links between capitalism and socialism are 
in the growth of mere salaried managers in capitalist organisation 
and of corporate savings. These minimise the changes necessary 
in socialisation. Joint control is impossible under capitalism, 
and Mr. Cole docs not seem to hold out much hope for it under 
socialism. Most hope is to be derived from the psychological 
effect of the method of choosing the directors of industry upon the 
workers in obeying orders. The socialist makes different assump- 
tions about human nature from his opponents : he is an economic 
rationalist. He also assumes gradual changes in human motives 
with the removal of obstacles inherent in the capitalist system. 

R. Opie 

Magdalen College, 

Oxford. 

Arbitration Principles and the Industrial Court. By M. T. Rankin. 
(P.S.King. 1931. Pp. 178. Is.M.) 

Tins book seeks to disentangle whatever principles lie behind 
the decisions given by the Industrial Court in the cases submitted 
to it in the past twelve years. The author holds that in all wage 
disputes three iiicain considerations must arise. “ First, is the 
wage offered a subsistence wage? . . . Second, is the wage 
offered a fair wage ** — that is, in comparison with the rates paid 
for comparable work in other industries ; and, third, “ how' much 
higher than these standards can, not should, the wage be?” 
Further, the answer to the last question must, she argues, in the 
last resort depend, not on the capacity of the particular industry 
in question to pay, but on the state of industry in general. 

Miss Rankin does not find, how'cver, that the decisions of 
the Industrial Court show much appreciation of these principles 
or even much consistency with themselves. Dividing her history 
into three periods she finds that in the first, \vhcn prices were 
rising and prosperity on the increase, the Court w'as concerned 
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chiefly to push wages up in harmony with the rise in the cost 
of living ; in the second, when prices were still rising but industry 
was already on the down grade, the Court held that '' some com- 
promise is necessary between the mechanical regulation of wages 
on the basis of the cost of living and the regulation of wages 
solely by reference to the state of the market in the particular 
industry which might be under consideration ” — which attempted 
compromise Miss Rankin dismisses as an '' attempt to split the 
difference between two losses, and as a result to show an absence 
of loss if not indeed a positive gain.” In the third period, when 
both prices and prosperity were falling, the Court seems to have 
proceeded chiefly by way of withdrawing whatever increases 
were last given if the reasons for which they were granted were 
no longer operative. 

Throughout, Miss Rankin finds, confusion has been made 
worse confounded by the failure of the Court to distinguish 
between the policy of relating wages in one industry to the wages 
of similar workers elsewhere (the craft principle), and the entirely 
different plan (the industrifil principle) of regulating the wages 
of all workers in an industry by the prosperity of that industry 
alone. Hie latter, she holds, is a highly dangerous i>roceeding, 
at least in those industries which have anything approaching a 
monopoly (or in non-industrial occupations such as Government 
service), since it enables the workers in one fortunate group of 
industries to exploit those of their comrades who arc less happily 
placed. 

Miss Rankin, in short, chides the Court roundly throughout. 
Her analysis is acute and original, though at times less condensa- 
tion would have made it easier to follow. It is possible (only 
a first-hand study of the Court’s decisions could give the answer) 
that the Court has been groping along lines of its own less blindly 
than the book suggests. But in any case Miss Rankin’s criticism 
is a useful piece of work. Baruaua Wootton 


The Slum : Its Story and Solution, By Hakkv Barnes. (Lou- 
don: P. S. King & Son. 1931. Pp. xv + 398. Price 
12^. 6d. net.) 

The slum problem can hardly be treated adequately without 
going largely into the general question of housing; and thus 
Major Barnes’ book has a wider range than is covered by its title. 
The book falls into two parts. The first is historical, dealing 
with the growth and development of the problem up to the eve 
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of Burns’ Housing and Town Planning Act of 1909, whilst the 
later narrative, covering the last two of the author’s Eight 
Stages, is more general in character, and the Acts from 1909 
to 1930 are not treated in detail because “ they have all been 
so well commented on and elucidated.” The second part, en- 
titled the Solution, deals with the practical problems of to-day, 
and the methods required for meeting them, ending with the 
optimistic conclusion that “ wc really mean business and have 
found the solution to the problem of the slum : it can be done, 
it only needs to do it.” 

The historical part of the work is notable for a clear presenta- 
tion of the complicated issues involved, though this is not always 
assisted by the large number of very small chapters, which, with 
a similar fondness for short paragraphs, has involved some waste 
of valuable space. The distinction between the three main 
lines of development in the Shaftesbury (1851), Torrens (1868) 
and Cross (1875) Acts, and concerned respectively with the pro- 
vision of houses, the reconditioning of insanitary houses, and 
the clearance of insanitary areas is well made and should assist 
readers to get a good grip of pre-war housing policy, the three 
things being finally combined in the Housing Act of 1890, and 
expanded by the addition of Town Planning in the Bums Act 
of 1909. The author too makes the point that whilst the Shaftes- 
bury Act was for a long time largely a dead letter, its princii)le 
has formed the main basis of most post-war housing legislation. 

The author, moreover, has added to the interest of his treat- 
ment by associating it at various stages with prominent reformers, 
Chadwick and Shaftesbury, Torrens and Cross, Oetavia Hill and 
Nettlefold. At times, indeed, ho is apt to under-estimate unduly 
the i)art taken by public authorities. Thus his emphasis on 
the apathy of Local Authorities towards reconditioning needs 
to be qualified in view of the fact that, just prior to the War, com- 
pulsory action was dealing with some hundred thousand houses 
a year in this way. But his treatment of leading figures is ad- 
mirable, notably the comparison of Thompson and Nettlefold, 
and the sketch of Oetavia Hill. Particularly apposite to present 
conditions is his remark that one day we shall arrange to be 
ready with work for every man and give him nothing if he will 
not work ; we cannot do the latter without the former.” 

The inclusion of Chadwick brings out clearly the fact that 
the housing problem began as part of the problem of public 
health. It only gradually emerged as a separate problem, an 
emergence which the author identifies Avith the iorrens Act, 
No. 164. — VOL. XLI. ss 
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though the beginnings of separate housing legislation had been 
made by Shaftesbury. Further, the very serious abuses that 
accompanied the era of non-interference and continued for long 
afterwards are forcibly brought out and remind us of what “ the 
beneficent order of natural liberty ” has meant in practice to 
the lives and homes of the poor. Moreover, the general diffi- 
culties and comidiciitions of the question are ably explained, 
as, for instance, in the chapters on the Legislation Tangle and 
Housing Powers. 

Indeed, the nature of the historical sketch causes regret that 
it was not carried through to 10:i0 instead of 1908. The later 
Acts have, indeed, as Major Barnes points out, been widely 
discussed, but it is doubtful if any clear and brief sketch of them 
exists, suitable for the general reader, and such as he has himself 
provided for the earlier years. Moreover, avoidance of the 
waste of space involved in short chapters and paragraphs would 
have enabled the addition to be made without increasing the 
bulk of the work, whilst parts of the treatment would have gained 
in force, and possibly in clearness, by grouping several smaller 
chapters into a single one. 

The second part is concerned partly with treatment of certain 
special problems, such as back-to<back houses and repairs, and 
partly with developing the principle of proviiling “ that antithesis 
of the slum, the adequate dwelling for the separate family,” and 
laying down suitable standards of adequacy. Incidentally, the 
author speaks in high terms of the Greenwood Act of 1930 as 
marking a real advance on any previous legislation, following 
Octavia Hill in holding that the cause of the evils of the slum 
is mainly in the habitation and only to a small degree in the 
habitant, and emphasises that the slum itself will create a slum 
character. He also criticises the undue niggardliness in providing 
medical officers with staffs adequate to their duties, which may 
be contrasted with what appears to have bccui a tendency in the 
past to excessive generosity to holders of insanitary property. 
Compare, for instance, Nettlofold’s statement, regarding Part I 
of the Housing Act of 1890, that “ certain persons bought small 
properties and let them fall into bad repair, so that they might 
be bought compulsorily at high prices.” This difficulty has 
since been removed, and the tendency in the Acts of 1919 and 
1925 was rather in the opposite direction, whilst the Act of 1930 
seems largely to have secured a fair balance between the interests 
concerned. 

Major Barnes’ book should have considerable value to housing 
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students and the general j^ublic, especially if it could be rendered 
more compact in a later edition and certain errors of detail cor- 
rected, such as a reference to the Poor Law Commission of 1836 
and the spelling of Forster of the Education Act of 1870 as Foster. 
One rather doubts, also, if Major Barnes’ Moi*alist of the time 
of the Poor Law Amendment Act really typifies the ideas of 
that epoch. But he has provided a narrative of the history 
of the problem up to 1908, useful criticisms of both measures, 
and interesting suggestions for the future. 

N. B. Dkarlk 

I?i the Heart of South London, By The Right Rev. C. F. Garbutt, 
D.D., Lord Bishop of Southwark. (Loudon : Longmans, 
Green & Co. 1931. Pp. viii + 152. 3!#. Od.) 

Twenty years have elapsed since South London life was so 
vividly described in Across the Bridges^ to which this book forms 
an admirable sequel; and it has great value, not only on its 
merits, but as permitting an assessment of the progress achieved 
in the intervening critical years. Limitations of time and space 
have prevented as full a treatment as Mr. Paterson’s, but the 
ground is adequately covered, .and the narrative, always interest- 
ing and humorous, is, when circumstances permit, delightful, 
as in “ Oases of the Desert.” The book deals first with the 
stages of the South Londoner's life — Childhood, Rising Genera- 
tion, Men and Women — and then with the Problem of Over- 
crowding, the two chapters on this giving an excellent picture 
of the general housing question. 

Light and shade arc mingled, but the light predominates : 
the evils depicted arc mostly no worse than in the past, though 
the growth of gambling is an exception. The good — and there 
is much good — represents a clearer advance. Worst of the blots, 
bad housing, is directly fruitful of evil, both moral and physical, 
and often proves a serious drag on the outlook of those affected. 
“ The middle-aged man and his wife may become effortless and 
apathetic,” a tendency wJiich was strongly emphasised in Across 
the Bridges. Wages again are still often unduly low, and, “ whether 
the man is employed or unemployed, there is a struggle to make 
ends meet,” whilst some families on unemployment benefit 
** just manage to ward off starvation,” and this (May Committees, 
please note) at 1931 rates and prices. Excessive rents appear 
sometimes to aggravate these difficulties. 

Nevertheless, much has been achieved. Real wages have 

definitely risen, and the unskilled labourer “ has more to spend, 

ss2 
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thus enjoying, perhaps for the first time, a standard of living 
and not of mere existence. The people, including the unem- 
ployed, are better fed, clothed and oductated, and, whilst alive 
to possible evils of the insurance system. Dr. Garbutt emphasises 
its benefits, compared with previous conditions when the un- 
employed and their families were often half starved. Education, 
again, is increasingly appreciated, “ now that a generation of 
parents has passed through the schools,” and summonses for 
non-attendance arc one-ninth of what they were; whilst the 
splendid work of the teachers receives a just and generous tribute. 
“ And most hopeful of all arc signs of a new and dim resentment 
of their lot,” creating a desire to strive for better things, particu- 
larly better housing. Indeed, perhaps the most cheering feature 
of this admirable little book is the evidence that the improvements 
already achieved in standards of life are creating, as Adam Smith 
predicted, ambitions for further progress to a life that is better 
still. N. B. Dearle 


International Migrations. V'ol. F. Statistics. Coin|)iled on behalf 
of the International Labour Ollicc, Geneva, with introduction 
and notes, by Imue Ferenczi and edited on behalf of the 
National Bureau of Economic llesearch by Walter V. 
WiLLCOX. (New York : National Bureau of Economic 
Research, Inc. 1929. Pp. 1112.) Vol. 11. Interpretations. 
By a group of scholars in different countries, edited on behalf 
of tlie National Bureau of Economic Research by Walter F. 
WiLLCOx. (New York : National Bureau of Economic 
llesearch, Inc. 1981. Pp. 715.) 

The National Bureau of Economic Rosearcli is to ha ciou- 
gratulated on the publication of these two large volumes. I’he 
modern migration movement, which may l)e said to date from th(^ 
discovery of America, and which reached its maximum about the 
end of the nineteenth and beginning of the twentieth centuries, 
is to a large extent a movement of Europeans to the great spaces 
of North and South America, South Africa, Australia and New 
Zealand, but we arc apt to forget that other migration movements, 
smaller in volume but by no means unimportant for the political 
and economic development of the countries concerned, were 
taking place during a part of that period. There has been, for 
instance, a movement from Asia to the lands which the white man 
had already commenced to colonise, a movement of Asiatics from 
one part of Asia to another, and, finally, a movement of Europeans 



1931] 


INTERNATIONAL MIGRATIONS 


619 


from one part of Europe to another. These latter so-called 
“ continental ” movements have, in fact, become particularly 
important in the post-war world, as the older “ intcr-continoiital ” 
movement has to some extent played itself out and shows un- 
mistakable signs of decline. 

The reasons for this decline are numerous and arc not, of 
course, examined in any detail in the two volumes before us. 
That is not their purpose. What they set out to do is to provide : 

(1) the statistics of all migration movements from the earliest 
recorded figures in each country down to the present day, and 

(2) an interpretation of those statistics by scholars familiar with 
the migration movement in the countries they write about. 

The first volume consists of a largo mass of statistics arranged 
country by country and a number of international tables, together 
with descriptive notes on each of these two sets of tables. As far 
as possible information is given not only with regard to the 
volume oi the movement, but also its dircjction and the occupa- 
tions, sex and ages ot the migrants. The industry and ingenuity 
shown by the compiler in discovering old statistics in all sorts of 
out-of-the-way ])laces are most praiseworthy, but the presentation 
of these statistics must have caused very great difficulties. 
Unfortunately, migration statistics — like many other statistics 
covei’ing such a long period — art^ not comparable from one date 
to another even for one particular country, and are still less com- 
})arable as between dillereiit countries. The methods of compiling 
the statistics vary, and in particular difPei'cnt definitions of an 
emigrant and an immigrant live adoptcMl. No international agree- 
ment has been reached even now on the definition of a migrant, 
although the most stremuous efforts Mere made at the Rome 
(.■onfcrencc of 1024 and elsewhere to find a uniform definition that 
everybody could agree to. Finally, it must not be forgotten that 
statistics have in rei'ent years been eolle('l('d with much greater 
care and accuracy than Mas the ease in the es.rlier years covered 
by this study. 

These tables must therefore be considered more as the raw 
material for other investigators than as forming a com])lete whoh^ 
in themselves. It is even 0]X)n to question M'hether there is much 
scientific value in the international tables which give the aj)pear- 
ance of comparing things which are not really com])arable. Thus 
the British statistics up to comparatively recently have I’eferi-ed 
not to emigrants but to passengei’s as a mIioIo. I'he German 
statistics refer at one time partly to passengers and partly to 
emigrants, and hardly any set of figures means the same thing 
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throughout the period covered. The omission of these tables 
would not have destroyed the value of the national tables, which 
are a mine of information for all investigators in this field. 

The accompanying notes are interesting, but unfortunately 
they show signs of hasty preparation, and contain a number of 
errors and loose statements. Thus, for example, Newfound- 
land has never formed part of the Dominion of Canada (p. 85), 
and in Great Britain it was not “ the local authorities ” but only 
the poor law authorities that were authorised to assist emigration 
in the middle of the nineteenth century, and this assistance could 
be granted only to poor persons whether in receipt of relief or not. 
More serious is the statement that “ the fact that there is on one 
side a thickly populated territory with an intensive economic 
regime, and on the other side whole continents with small popula- 
tions and great economic possibilities, is bound to lead to increased 
migration.” This may, of course, bo so, but it is a dogmatic 
statement which is highly controversial and is out of place in a 
statistical presentation of past movements. It would be very 
easy to produce strong arguments on the other side. It is 
practically certain, of course, that oversea migration will increase 
from the very low level (a minus quantity in many countries) to 
which it has fallen during the economic depression. But whether 
it will increase much or at all beyond what it was in 1920-25 is 
problematical. It might be argued that technical progress makes 
proportionately less labour necessary and that the population 
will increase fast enough in the immigration countries themselves 
to meet most of their requirements. Again, rationalisation has 
now reached agriculture, and the introduction of the combine has 
made a vast difference to the demand for labour in that field. 
Where, then, is the greatly increased migration going to ? On th<‘ 
other hand, it is interesting to note that, according to the statistics 
available, about 55 million jxjople emigrated from Europe to 
other continents from 1820 to 1924, and that of these emigrants 
about 116 million went to the United States. These two figures 
are very approximate and may be very inaccurate, but the pro- 
portion that migration to the Unitcnl States bears to the whole 
movement is probably fairly correct. 

It is, however, to Volume It that we turn for the interpretation 
of the movement which is depicted in the tables of Volume I. 
The different chapters are naturally of varying merit. Two of the 
most interesting are from the pen of the editor himself and deal 
respectively with the increase in the population of the earth and 
of the continents since 1650, and with immigration into the United 
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States. They are both very well done. Oneof thegreat difficulties 
of the former investigation lies in the uncertainty which exists with 
regard to the population of China even at the present day. Pro- 
fessor Willcox examines this problem in considerable detail and 
comes to the conclusion that the Chinese return of 1910 is probably 
the most accurate available. He therefore puts the population of 
China at 342 million instead of the much larger figure adopted by 
many authorities on the subject. On this basis he reaches the 
conclusion that the population of the earth has increased from 
465 million in 1650 to 836 million in 1800, and 1,820 million in 
1929. A further table giving the percentage distribution con- 
tinent by continent seems to show that the percentage of the 
world’s population in Asia has been steadily declining for a long 
time past and amounts at yjresent to about 52-4. In his second 
chapter Professor Willcox makes a fresh examination of Francis 
A. Walker’s famous statement that foreign immigration into the 
United States amounted not to a reinforcement of our poinilation 
but to a replacement of native by foreign stock.” This view is 
often accepted very uncritically by modern restrictionists across 
the Atlantic, but Professor Willcox brings forward strong evidence 
in support of the thesis that neither Walker’s statement nor the 
contrary view that immigration increases the population by an 
amount equal to its number is accurate ; the truth lies somewhere 
between the two and it is impossible to determine where. 

It is clearly out of the question to refer in any detail to all the 
chapters in this book. Apart, however, from the description of 
the movement out of or into the different countries, which is their 
main purpose, a number of general problems are discussed incident- 
ally which merit special consideration. Thus, Dr. (\ K. Snow in 
his chapter on emigration from Great Britain says that for a 
considerable part of the nineteenth century the motive con- 
trolling British emigration was mainly the force expelling people 
from their own country and not the force attracting people to 
other countries. '^I'liis seems to be put too dogma ticially. Unless 
there is a good reason for leaving one’s own country it is quite 
obvious that people will not emigrate. On the other liand, unless 
conditions are favourable overseas they will still not emigrate 
however strong the forces are at home, and it has been found that 
the fluctuations in emigration aiTi due far more to the conditions 
in the country of immigration than to those in the country of 
emigration. Sir Robert Giffen 2 )oiiit{Hl this out in connection 
with British emigration in 1885, and it is likely that similar 
influences were at \vork in earlier yearn. Moreover, Dr. Harry 
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Joromo in his book on Migration and Business Cycles came to the 
conclusion that in the United States even between 1820 and 1890 
the cyclical fluctuations in immigration are to a large extent a 
reflection of tho industrial conditions of the United States, the 
effect upon immigration evidently becoming apparent in some- 
thing less than a year.” It is also of interest to note that Mr. 
Adolph Jensen of the Danish Department of Statistics comes to 
the same conclusion for emigration from the Scandinavian 
Countries from 1866 onwards. 

Dr. Burgdorfer of the German Statistical Office tackles tho 
difficult problem of the money value of emigration. In this 
question we have first to decide whether emigration is really a 
loss or a gain to the country from which it goes. Judging by the 
amount of effort and money si)ent in encouraging the movement, 
emigration should be considered rather as a gain. On the other 
hand, it is argued that the country of emigration loses because the 
emigrants are among tho most active and ambitious elements 
among the population. Even in the immigration country nowadays 
the advantage of new producers to a community suffering from 
severe unemployment due to technical i)rogress or other causes is 
by no means an unmixed blessing. These questions aiv social 
and political as well as economic, and it is doubtful whether much 
value can bo attached to jin elaborate investigation of the exact 
money value represented by an emigrant. 

Finally, reference may be made to Professor Hersch’s interest- 
ing discussion of the migration of Jews. The material is not 
particularly new because, as a matter of fact, the subject had 
already been dealt with more fully by the author liimsc'lf before 
the war. But this cha])tcr is probably the best short description 
of the history of tho modern Wandering Jew to be found in the 
English language, and it brings out a number of striking facts. 
What is new is tho reference to Palestine, since immigration into 
Palestine is, of course, mainly a post-war movement, and it is 
worthy of note that Professor Hersch gives reasons for thinking 
that there arc insurmountable difficulties in the way of tho estab- 
lishment of Jews in that country and that Palestine is ill-fitted 
to absorb an immigration, however small, of non-agricultural 
elements. 

Generally speaking, these two volumes provide investigators 
with an indispensable source of information on migration move- 
ments during the nineteenth and early twentieth centuries. 

D. CiiRi.STiF] Tait 
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Essays on Pojyahhtion ami Other Pajjers, By James Alfred 
Field. (University of Chicago Press. 1931. Pp. xviii + 
440. 165.) 

The early death of Professor J. A. Field was a shock to his 
friends, a loss to scholarship and deprived the University of 
Chicago of one of its greatest teachers. So much of his work, 
published and unpublished, as could be assembled, has been 
gathered together in this volume. Great care has been expended 
by the editor, Mrs. Hohman, upon her task, which was not easy. 
Three of the papers imntcd hero have been reconstructed from 
lecture notes ; the longest and most important essay was left 
incomplete by the author and has been supplemented by the editor 
from other material. Dr. Bonar contributes a foreword and the 
editor a brief memoir. 

Field is best known for his essay on the early history of the 
birth-control movement in England which was published in 1911. 
In this essay he oj)ened up an important field of research whi(5h 
has since attracted others of his countrymen. Twelve out of the 
fifteen pieces included in this volume arc related to various 
aspects of the jiopulation ])roblem. It seems that lie was early 
attracted to these subjects. The opening essay in this volume 
dates from 190(5 and was written when ho was an instructor at 
Harvard. It is characteristic of the man that it was never 
published. It is a long and valuable essay on the Malthusian 
controversy in Ihigland. It is admirably written and exhibits a 
profound acquaintance^ with a largo range of literature. Like all 
his work it is more than excellent scholarship. Field was pro- 
foundly interested in the population problems of his own day as 
they ailected the lives of men and women around him. Ho t(H)k 
an active jiart in the various movements, ))irtli-control, (mgeiiies 
and HO on, and this living human inten^st show.s through his 
historical w'ork. There is a remarkable mixture of learning and 
humanity in all these ])ieces. 

Field w'as not, and had no w ish to be “ j)roductive.” What 
he said of a colleague may well be said of himself. “ He was not 
a person of results so much as a ])orson of development. His 
thinking was a iirocess and not a matter of conclusions. Had he 
lived to twice the longtli of his life, lie would perhaps have done 
not very much more than he did do to indicate to those who came 
close to him what manner of scholar he was, or to define the w-ay 
in which he believed that the work in which he w’as engaged 
should bo carried through.” After graduating at Harvard in 
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1903 he worked there for a little time as instructor. In 1908 he 
accepted a post at Chicago, where he remained until his death. 
He was a great teacher, but his influence extended far beyond 
the class-room and was felt all through the undergraduate body. 
He took an active part in the civic life of the city and did not a 
little to raise the respect in which the university was held. 
Altogether a man of most unusual qualities who can ill be spared. 

A. M. Carr-Saunders 

The Econoniic Hidory of England, II and III. The Age of 

Mercantilism. By E. Lipson, M.A. (A. and C. Black. 

1931. Pp. 464 + 542. 30.v.) 

The form of this work is admira))lo. Indeed, if the volu- 
minous notes had been relegated cither to the end of the chapter 
or the volume, it would have made chaos for the reader. So too 
is the arrangement, as a whole and within each chapter. The 
work concludes with a full list of authorities and a full index. 
The index is mainly analytical and therefore in the main of value. 

Mr. Lipson now continues his Economic History of England, 
(of which Vol. [, The Middle Ages, has passed through five editions) 
into what Cunningham called Mwlcrn Times. The two new 
volumes correspond to Cunningham’s single Vol. II, The Mer- 
cantile System. It is not, however, easy to say where the present 
work begins and ends. Most of us would say that it is a general 
economic history of England from the Age of Elizabeth to the 
Eve of the Industrial Revolution, say 1550 to 1750. But the 
author, in his enthusiasm for antecedents of fact and anticipations 
of thought, often pushes back in his detail to mediaival times ; 
and of set purpose ends on a very ragged front. For he? is always 
anxious to avoid the suggestion that tlic rndiistrial Revolution 
was ill fact a revolution. This sort of terminus is fundamental 
to the author’s point of view\ but the Ijoginning surely would 
have been stronger if, instead of plunging at once into the four 
stages of evolution, with that mythical Stage One of “ house- 
hold ” industry, he had drawn in firm outline a few of the funda- 
mental differences and links between mediflcval and modern 
times. But once started, we find the going good. Chapter I 
takes us through Industry, industry by industry; Chapter II 
through Foreign Trade, company by company, in so far as foreign 
trade was conducted by companies. In effect, we have mono- 
graphs within monographs. The technique resembles that of 
Professor W. R. Scott, save that relatively more space is given 
to the presentation of opinion, as opposed to factual analysis. 
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The sections are strongest when they are showing the evolution 
from the central regulation of Tudor and early Stuart times to 
the looser, freer framework of, say, 1660 onwards. Among com- 
panies, the Hudson’s Bay Company, which passed with such 
wonderful significance into the Canadian West of to-day, receives 
slender treatment. It is not that the author does not take us 
into the nineteenth century, but rather that he does not make 
clear what it signified in the eighteenth. Professor Scott’s 
treatment is equally unedifying. The section might be re- 
writtem in the light of H. A. Innis’ Fur Trade of danada, 1930. 

In Chapter III, Agriculture, we enter a maze. We have no 
map, to take the place of separate industries ; and wc are asked 
to accept or reject this or that interpretation of problems and 
points about which others have written books. But it is almost 
impossible to find out in what part of England we are, what the 
author understands by grass land, and so on. The terminus* 
too, is inconveniently ragged. Tull, Townshend and Bakewcll, 
the early pioneers of agricultural progress, are mentioned in a 
single solitary sentence, at the conclusion of a paragraph con- 
cerned with anticipations of their ideas. But (?orn Markets 
and Corn Laws are analysed to the end of the eighteenth century. 
Yet Tull, the greatest individual improver in the annals of agri- 
culture, lived and farmed not around 1800, but around 1700. 

Chapter IV, The Mercantile System, is the opening chapter 
of Volume III ; followed, by Chapter V, The Control of Industry, 
and Chapter VI, The Relief of the Poor. Chapter IV is in a 
sense the key chapter of the work ; for it is the one which gives 
its name to the whole. What then is Mercantilism ? Mr. Lipson 
defines it, or rather says that it denoted the pursuit of economic 
power in the sense of economic self-sufficiency. Its underlying 
idea was to establish the power or strength of a State by making 
it independent of other States in the economic sphere.” It 
certainly did not denote this to Adam Smith, who made current 
the phrase, mercantile system. By this Adam Smith meant the 
commercial system, as opposed to the agricultural system of 
French physiocracy. Its central feature, as ii policy, was the 
pursuit of a favourable balance of trade through control of the 
course of particular trades. This was its monetary core: and 
as applied by England it did not stand for insular self-sufficiency, 
but for an aggressive policy of forcing the export trade and staking 
out claims to new and distant markets. Schmoller in Germany 
took the phrase and gave it its -ism. With him, it has no special 
reference to a merchant’s policy. It denotes the emergence 
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of nationality in economic life : it is the stage which follows 
parochial or municipal policy ; and of course there are abundant 
traces of this evolution in England, in its corn laws, poor laws 
and so on. But in this broad sense mercantilism gives us no 
clue to the distinctive evolution of England. And this, I suggest, 
is where Cunningham’s lead is better than that cither of Schmollcr 
or Mr. Lipson. For he opens his Vol. II with a resounding 
emphasis on the national ambition for Maritime Power, the 
distinctive policy of an island of merchant traders determined 
to expand into a commercial empire. To such a policy the 
Navigation Laws and Old Colonial System of Mercantile England 
were fundamental. Mr. Lipson seeks to combine the universa- 
tility of Schmoller’s view with a distinctive interpretation of 
England ; and I think the result is confusion. Mr. Lipson dis- 
approves of the Navigation Laws. He points to the capacity 
of the Dutch to survive them, and even to profit by them owing, 
inter alia, to the disabilities they imposed on English ship- 
building costs. But does he not commit here the very error 
against which he warns us when ho says of Colonial policy itself, 
“ Colonial legislation must be treated not as a mosaic of dis- 
jointed fragments, but as the expression of co-ordiiiatod lines 
of policy” (HI. 154)? Bounties, drawbacks, colonial restric- 
tions and Navigation Laws stood or fell together. The last 
were the arrow-head of the policy ; and even though they out- 
lived their day, as Adam Smith believed in 1776, they got there 
in their day. They did not give us the Dutchman’s profitable 
entrepot trade between the Baltic and the Mediterranean, but 
they helped us to the much greater result of making London 
the entrepot between the Old World and the New. Mr. Lipson, 
in the mood of Unwin and Professor Scott, finds that the laws 
and wars of Cromwellian times were pernicious. But are we to 
believe that the authors of the massacre of Amboyna were pre- 
pared to deal with England with (kjbdcmitc peacefulness in the 
North Sea of the seventeenth century? I for one cannot. If 
Mr. Lipson condemns the Navig«ation Laws, I believe he must 
condemn the whole of Mcrcaiitilisin ; but this ho clearly does 
not. In fact, he seems hero the embarrassingly loyal disciple 
of that otherwise generally anticipated and much-ovciTated 
fellow Adam Smith — an economic convert without the master’s 
saving political sense. 

Mr. Lipson’s animus against Adam Smith leads to strange 
things. At III. 50, in a study of Protection, we are switched 
suddenly to Inventions. Why ? Because they were more potent 
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in advancing free trade than the theoretical arguments of Adam 
Smith ! Mr. Lipson keeps by him a rubbish heap of “ commonly 
supposed,” “ usually believed,” “ sometimes asserted ” things, 
which he discards for his own interpretations. One of these is an 
Adam Smith who suddenly by a book reversed the trend not 
only of policy, but of events. It is, however, the very essence 
of Adam Smith that he went along with events and recommended 
in economic policy the fast-spreading liberalism of his age. 
Another is an Industrial Revolution which crashed over England 
out of nowhere. Rut who ever did or docs sui)posc or believe 
or assert this ? Those who follow Marx and Toynbee in using 
the I3hra8e insist thereby that the pace of change quickened 
tremendously around 1760 and jiroduccd epoch-making changes 
in the structure of industry and the manner of life, which were 
incomparably more profound than any changes around ICCO 
or 1560 or any other previous time. Certainly Mr. Lipson docs 
not disprove the Revolution by showing how wdl tlie stage was 
set for this profound phenomenon. For him, however, there arc 
no Rockies, because the Rockies have foot-hills. 

At III. 114 a paragraph on the Treaty of 1786 opens ominously 
with, “ In concluding a treaty of commerce with France the 
younger Pitt may have l)eeu fortified in his opinions by The 
Wealth of Naiio'nf< ; but there appear to be no valid grounds for 
the common assumption that the beginnings of free trade were 
due to the influence of Adam Smith,” and it concludes thus : 

In short, the bc'ginnings of the free trade movement in England 
were dictated by practical considerations, in \vhich abstract 
doctrii\es of economic freedom did not have the influence com- 
monly assigned to them.” Assigned by whom ? Since Schclle's 
Du pant de Nemcnirs, 1888, it has been clear that the author of 
the Treaty >vas de Nemours. In France the doctrinaires carried 
the day against industiial ojjinion. as they did again in 1860. 
But who has ever supposed that this was so in England ? In 
1786 in England the n(?w industrialists triumphed : cotton, iron 
and pottery, the banner-bearers of the Industrial Revolution. 
Mr. Lipson says that the passage of the Treaty did not produce 
a single hostile petition. But Mr. Witt Bowden {Industrial 
Society in England, pj). 183-5) gives detailed evidence of the 
organised opposition and protest of the older trades, as recorded 
in official documents. Mr. Liiwon says, “ The real cause of the 
change was not any theoretical demonstration of the benefits 
of free trade, but the confidence which English industrial interests 
now felt in their ability to meet foreign competition.” But 
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Mr. Bladen in Jtlcononiic History^ No. 3, p. 366, concludes his 
analysis of the Wedgwood documents with the cautious opinion, 
“ Perhaps it was less their confidence in their unmatched superi- 
ority, and more the pressure of increasing production in a 
restricted market, that explains the liberalism of the new manu- 
facturers.” One cannot help feeling that if only Adam Smith 
had not in his edition of 1784 added a strengthening clause in 
favour of such a treaty, Mr. Lipson would have written otherwise. 

In his last two chapters Mr. Lipson leaves opinion, where 
he is weak, for structure, where he is strong. Valuable sections 
on Capital and Finance, Wages, Unemployment, Gilds, Patents 
of Monopoly, Trade Unionism bring together a mass of first- 
hand knowledge, subject by subject, until we arrive finally at 
Belief of the Poor. In this last there is abundant information 
about everything except the leading clauses and cardinal prin- 
ciples of the 43rd of Elizabeth, C. 2. (1601). If this, the funda- 
mental act, were printed in exte^uio in an appendix, then the 
various anticipations and amendments with which the author 
is concerned would be more easy to comprehend. We should 
have then both the wood and the trees. 

In conclusion, this is a work of notable scholarship. The 
general ideas by which the facts arc joined together arc less 
valuable. Where they touch on price or money they are not 
those of a writer familiar with economic theory. Mr. Lipson 
concludes Vol. II by saying of the Corn Laws to 1815, “ It appears 
evident from the range of prices that they did not make bread 
dearer.” But to an economist it would not appear thus evident. 
The whole point is whether the price, but for the Corn Laws, 
would not have been lower still. But oven though this and 
similar criticisms could be made on Mr. Lipson’s theory, the 
theory after all is not the main part. The main part is a rich 
storehouse of facts, and Mr. Lipson gives freely of his treasure. 

C. R. Fay 

The Colton Trade and huluslrial Lancaiihire, 1600-1780, By 
Alfred P. Wadsworth and Julia de Lacy Mann. (Man- 
chester University Press. 1631. Pp. xii + 536. 25.s. net.) 

The Lancashire cotton manufacture has occupied a prominent 
place in all accounts of the English ** Industrial Revolution ”; 
yet the earlier history of the industry remained strangely 
neglected until quite recently. Baines, in his classical History 
of the Cotton Manufacture, devoted only two short chapters to 
the development of the British industry before 1760. The real 
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Bignificancc of the earlier period was hinted at, almost for the 
first time, in the first two chapters of Professor Daniels’s Early 
English Colton Industry (1020); but even Professor Daniels’s 
account is reduced to the dimensions of a brilliant essay by the 
detailed and scholarly work which has now been produced by 
Mr. Wadsworth and Miss Mann, as the result of a decade’s patient 
research. 

Mr. Wadsworth and Miss Mann have not been content to 
study merely the documentary material which could reasonably 
be expected to yield information about the cotton industry; 
they have delved in some of the most unlikely places, and have 
found hidden treasure in unexpected profusion. In the records 
of the Palatinate and Duchy of Lancaster they have discovered 
great masses of unused material illustrating the industrial, com- 
mercial and financial organisation of Lancashire during the 
seventeenth and eighteenth centuries. Prom the Archives 
Nationales and other French sources they have solved the mystery 
of John Kay’s later life, and have brought to light the remarkable 
career of John HoUccr, the Stretford calenderer who served with 
the Young Pretender’s army in 1743, escaped from Newgate, 
fought with the French army in Flanders, became Inspector- 
General of Foreign Manufactures under the French Government 
and played an important part in the development of the French 
cotton industry. From the Exchequer records they have ex- 
tracted the industrial autobiographies of more than a hundred 
Manchester weavers of the earlier eighteenth century. In the 
Wigan Library they have discovered the Linen ami Colton Broad- 
Ware Weavers' Apology of 1758, wiiich was necessary to supple- 
ment the Worsted Small-Ware Weavers' Apology of 1756, found 
by Professor Daniels in the Manchester Reference Library. 
Behind the seventeenth-century panelling of Hacking Hall (near 
Bolton) were discovered fragments of cotton cloth and cotton 
yarn, rammed in together with letters and business memoranda 
of the years 1607-10. Avhich contain some of the earliest known 
references to tlie Lancashire cotton industry. Other new evidence 
analysed by Mr. Wadsworth and Miss Mann came from such 
varied sources as the India Office, the House of Lords, the Slaats- 
Archiv of Vienna, the Lancashire County Records, manuscripts 
in the Birmingham Reference Library as well as in six Lancashire 
reference libraries, and the private records of several business 
firms of the seventeenth and eighteenth centuries. 

There is, indeed, more new and important material embodied 
in the book than can be appreciated at a first (or even a second) 
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reading ; the dazzled reviewer can merely indicate some of the 
special features which contribute to the book’s pre-eminence 
over earlier histories of the cotton industry. Perhaps the most 
fruitful part of Mr. Wadsworth’s work has been his investigation 
of the commercial and financial organisation underlying the 
Lancashire textile industries during the pre-factory age. His 
detailed account of the liondon and Manchester business of the 
Ghethanis during the earlier seventeenth century has led him to 
analyse a bewildering variety of typos of industrial production, 
dependent on the activities of an extensive network of middlemen, 
and involving very intricate credit relations. To the industrial 
organisation of this early modern period economic historians 
have given various names, such as the domestic system, the 
merchant employer system, the putting-out system, the com- 
mission or factor system ; Mr. Wadsworth’s work seems to make 
it clear that none of these names is adequate to cover all the 
cases. Indeed, the reader is tempted to conclude that there 
were almost as many “ systems ” as there were middlemen. 

The complexity of Lancashire economic organisation during 
this period may be realised from Mr. Wadsworth’s analysis of 
the Manchester linen draper’s functions as a controller of in- 
dustrial production. Apart from the more obvious commercial 
side of his business, the Manchester linen draper of the later 
seventeenth century engaged in “ buying and selling, putting 
out linen yarn [and] cotton wool to the spinning, winding, w'arp- 
ing, weaving ” ; he also controlled the finishing processes, “ the 
calendering of linen goods, the perching, dyeing and cutting of 
fustians.” Sometimes ho advanced cotton and yarn to middle- 
men manufacturers known as fustian makers; sometimes he 
put out the work directly from his own warehouse to domestic 
spinners and weavers, sometimes he employed a country put.ting- 
out agent. The country agent, in his turn, is found «)n closer 
inspection to have iierfornied a great variety of functions, “ as 
putter-out on commission of cotton to be spun into weft, and 
of cotton weft and linen w^arp to be woven into fustians; as 
buyer on commission of the linen yarn for warps ; as collector 
on commission of cotton w^eft spun in the country.” Often he 
acted also as a maker of fustians on his own account, obtaining 
the materials on credit from the draper and bartering the fustians 
with him for a cash balance and a further supply of materials. 
Such a complicated organisation of domestic industry necessitated 
a very elaborate credit mechanism, and it will be evident that 
by the later seventeenth century “ the functions which were 
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later to bo those of the banker were performed by the trader 
as a normal part of his business. . . . Country banking grew 
up as a by-product or offshoot of commercial capitalism.” Mr. 
Wadsworth explains the credit mechanism of the period in detail, 
with specific instances drawn from the Palatinate and Duchy 
records. 

In the later seventeenth and earlier eighteenth centuries 
some of the mercantile and manufacturing houses of Manchester 
became of national or even international importance. In particu- 
lar, the hectic career of Samuel Touchet suggests that he would 
have been as much at home among the monopolistic mergers 
and financial manipulation of the earlier twentieth century as 
in those of the earlier eighteenth. Touchet inherited a share 
in the family business of manufacturing and dealing in linen and 
cotton goods at Manchester. He went to London as a young 
man, probably as the firm’s City representative. Very quickly 
ho developed extensive commercial interests in the import of 
raw cotton from the Levant and the West indies, of linen yarn 
from the Continent, and in the slave trade. By the 17 50’s he 
had become one of the most prominent financiers in London, 
and it was as a financial expert that lie was returned to Parlia- 
ment in 17GL in the Government interest. Ho had developed 
a considerable money-lending practice among the younger mem- 
bers of the nobility ; his shipping interests included insurance- 
broking, speculation in naval prizes, and bill dealings with the 
West Indies. Yet he still retained his original interest in the 
cotton industry. His purchases of raw cotton were so extensive 
that he was accused (perhaps justly) of attempting to organise 
a “ corner ” ; while at the same time he was negotiating with 
Lewis Paul, the inventor of the first roller-si)inning machinery, 
in what may have been an attempt to secure a monopoly of the 
new cotton-spinning factories. Touchet liad too many-sided 
and meteoric a career to bo regarded as a typical Lancasliire 
business man of the eighteenth century; but the biographies 
of many of his Manchester contemporaries, scattered (as it were 
casually) throughout Mr. AVadswortli’s pages, reveal a widespread 
spirit of enterprise and a ca])acity for large-scale operations Avhich 
were not so common among their continental rivals. 

The high degree of practical individualism ” which dis- 
tinguished the merchants and manufacturers of Lancashire may 
have been one reason why the English cotton industry forged 
ahead of the French during the later eighteenth century. A 
particularly interesting feature of Miss Mann’s work is her frequent 
No. 164. — VOL. XLI. tt 
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reference to the progress of French industry, for the purpose of 
keeping English industrial development in its true perspective. 
The industrial relationship between England and France was 
evidently not so one-sided as many writers have supposed. It 
is true that English malcontent industrialists like John Kay, 
John Holker, and Elias Barnes helped to spread the use of English 
machines throughout France ; but French inventors were almost 
as active as the English, though they were certainly less successful. 
If Englishmen were supreme in mechanical invention, French- 
men seem to have been superior in some branches of industrial 
chemistry. 'Fhc long struggle of the English manufacturers to 
discover a satisfactory “ Turkey red ” dyeing process was futile 
until Louis Borelle in 1784 disclosed the secret of the French 
dyers to the Manchester Committee of Trade; and it was the 
chlorine process of the French chemist, Berthollct, Avhich trans- 
formed the English and Scottish bleaching industries. In the 
eighteenth century the English were not regarded as an inventive 
race ; there was a jiroverb that “ for {i thing to be perfect it must 
be invented in France and worked out in England.*’ Even in 
experiments with spinning machinery the French were not much 
behindhand. 'I'he only really original id(‘a in the evolution of 
the water frame was Lewis Paul’s conception of spinning by 
rollers ; and Paul (known to some of his English acquaintances 
as “ Mounsieur ” Pau, or Po) was almost certainly of French 
extraction. 

All through the eighteenth century the French Government 
was far more solicitous in its protection and encouragement of 
technical progress than was the English Government. English 
inventors, organisers and artisans could be reasonably sure of 
financial backing and a government pension if they settled in 
France. By 1760 France had the beginnings of a far more com- 
plete factory system than anything which had yet appeared in 
the English cotton industry. French manufacturers had access 
to rather cheaper raw materials, a wider home market, and almost 
equally good access to overseas markets. Yet the English cotton 
industry drew steadily ahead of the French during the later 
decades of the century. Miss Mann states the problem in a 
nutshell in her account of Kay’s fly shuttle. “ In England Kay 
met with jealousy and dislike, but the weavers, after a good deal 
of preliminary grumbling, pirated his invention. In France 
he was jjatronised by the Government and given every facility 
for popularising the fly shuttle, but its use died out within a 
generation.” Boland de la Pl&tierc accounted for the failure 



1931] WADSWORTH AND MANN : THJfl COTTON TRADE 


633 


of the fly shuttle in France by enumerating its technical defects ; 
but these technical defects hindered the adoption of the fly 
shuttle in England also — until the English weavers and manu- 
facturers removed them. 

If it was the greater adaptability and perseverance of the 
English weavers which made the history of the fly shuttle dif- 
ferent in the two countries, perhaps the greater independence 
and initiative of the English manufacturers was one reason why 
the English cotton industry as a whole drew ahead of the French, 
and why Lancashire drew ahead of the other cotton manufactur- 
ing districts of England. No doubt the dampness of the air 
and also the abundant supply of soft water in East Lancashire 
were factors favourable to the growth of the cotton industry 
there ; but an equally important circumstance was the fact that 
Lancashire was already (b(?fore cotton was used in the English 
textile industries) a considerable manufacturing district with 
a plentiful supply of cheap labour, which was comparatively 
free from corporate and statutory restrictions. Trade corj)ora- 
tions and municipal restrictions remained a normal feature of 
French industrial organisation until the Ucivolution; whereas 
in England such corporate restrictions were almost obsol<?tc by 
the eighteenth century, and had never existed at all in the cotton 
manufacture. Miss Mann emphasises the fact that x^iority in 
technical invention was comparatively unimportant as a cause 
of England’s industrial supremacy in the later eighteenth century. 
She concludes that ‘‘ the new machinery spread quickly in Eng- 
land because the whole community was interested in it. The 
freer organisation of industry and the higher standard of life 
among working men facilitated experiment. ... A consideration 
of the greater political security, the larger capitals, the freedom 
from even the shadow of restriction . . . may go some way to 
answer the question why in the cotton industry as in others 
England preceded France.” 

Mr. Wadsworth and Miss Mann have forestalled criticism 
by apologising for a certain lack of unity and a looseness of frame- 
work which are {ilmost the only considerable defects in their 
book. It is, certainly, a little disconcerting to find that industrial 
Lancashire may extend, for the purposes of the economic historian, 
not only into (3ieshire and Yorkshire but also into Derbyshire 
and Staifordshire. It is also rather confusing, at a first reading, 
to find that a chapter which begins with an account of the Man- 
chester small-wares manufacture goes on to tlescribe the manu- 
facture and blehching of linen tapes near Leek, the growth of a 

n* m* 
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factory system in the silk industry, and the beginnings of British 
calico-printing. Nevertheless, the authors are fully justified 
in their plea that “ the economic history of the seventeenth and 
eighteenth centuries is still largely a trackless territory, across 
which each must drive his own paths . . . tentative and ex- 
ploratory, and sometimes digressive.” Another possible criticism 
of the book concerns the fact that it ends somewhat abruptly 
at 1780, a date which the authors have chosen as marking the 
end of the first experimental period in the growth of the factory 
system. This has caused several of the chapters (notably Chap- 
ters VII and XV) to stop short at a most exciting point, almost 
as if they were “ to be continued in our next instalment.” But 
apparently the authors do not intend to publish any further 
instalment; they modestly suggest that the task must be left 
to “ abler hands.” All students of economic history will hope 
that this pernicious modesty mcay be broken down, and that 
Mr. Wadsworth or Miss Mann (or both of them) may be persuaded 
to write two further volumes on the same scale, bringing the 
history of the Lancashire cotton trfidc down to 1914. 

Abtiiur Rbdford 


The Old Trade f/a/ows*. By William Kiddier. (Allen and 
Unwin. 1930. 7*'. (W.) 

Mr. Kiddier has collected in this book a number of picturesque 
details from the records of the Brushmakers’ Trade Union in 
the nineteenth century. His book will be appreciated alike for 
its human and for its historicail interest. Accounts of the system 
of tramping, by which unemployed members followed a recognised 
course of 1,210 miles in search of work, the Society providing 
them with beer and bed at appropriate intervals; of the shop 
custom of noisy demonstration on th('. first stroke of twelve on 
the day when an apprentice completed his seven years’ inden- 
tures ; of the constant financial difficulties of the Society, of the 
loans from one Union to another, and, above all, of the recurrent 
rescues from bankruptcy elTccted by timely advances from the 
landlord of the public-house where the Society’s meetings were 
held ; of the custom of collecting opinions or votes on matters 
submitted to the members by means of a tin box carried from 
shop to shop by unemployed members detailed for that duty; 
of the account book which still shows the damage that it in- 
advertently suffered at the hands of the Secretary’s children in 
the eighteen- twenties — all these and similar incidents cover 
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Mr. Kiddier’s pages and will entertain as well as inform his readers. 
The author has, wisely, quoted freely from his sources (chiefly 
the minute and account books of the Union), and included also 
photographic reproductions of many of the original documents. 
His own contributions reveal chiefly his intense love of the brush- 
maker’s craft (ho is himself a craftsman) and the social atmo- 
sphere in which it is conducted; his sympathy with the small 
master and hatred of the big firm ; and his unshakable confidence 
in the sense, the courage and the generosity of the working man. 

Barbara Wootton 


Property in the Eighteenth Century. By Paschal Lakkin. (Cork 
University Press. Pp. xiv 25‘2.) 

This book was originally presented as a thesis for a Doctorate 
in the University of London. As might be expected in a work of 
its kind, it is a scholarly and competent piece of research. Dr. 
Larkin lias set himself the task of examining the infiuenco of 
Locke’s theory of projicrty upon the jiolitical thought and 
practice of the hundred years following upon the publication of 
the Treatise on Civil Government. The subject is an important 
one for economists no less tiian for political scientists; for the 
orthodox eighteenth-century version of Locke’s views formed one 
of the main premisses of classical economic theory. Locke 
himself had laid down two distinct theses : that men were entitled 
to property rights over those gifts of nature with which they had 
mingled their own labour (and those only) ; and secondly, that 
property rights thus acquired were sacred and inviolable. His 
eighteenth-century successors, for reasons which Dr. Larkin 
explains, laid stress upon the second of these jiropositions at the 
expense of tin? first. And so the science of economics w'as born 
in an atmosphere in which it w'as easy to assume that men have a 
right to do what .they will with their ow n, and to neglect the 
significance of private property as a changing economic institution. 

It is unfortunate that the limits of his project should have 
compelled Dr. Larkin to stop at the very time at which from 
many points of view the chief interest of his subject begins. The 
nineteenth century is after all the crucial one in the development 
of both the theory and the institution of property. It saw not 
merely the rise of socialism, but also the maturing of the new’ 
forms of industrial property — ^joint stock companies, intangible 
and incorporeal assets, patent and good-will rights, absentee 
ownership, and so on. We may hope that in a future study Dr. 
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Larkin will take up the history of these developments and show 
their far-reaching significance for social theory. 

The Queen^e College, L. M. Fraser 

Oxford. 

The Development of Economic Doctrine. By Alexander Gray. 

(London: Longmans, Green & Co. 1931. Pp. 384. 5«.) 

Tins is a book for which we have waited a long time, and 
teachers and students alike owe a debt of gratitude to Professor 
Gray. One of the difficulties of the historian of economic doctrine 
is to decide what to leave out ; obviously it will always be easy 
for a critic to quarrel with a particular omission, or to suggest 
that greater emphasis should have been laid on this writer or 
that doctrine. The first of these criticisms Professor Gray meets 
in advance. “ I have endeavoured,” he tells us in the Preface, 
“ so far as practicable to mention no writer unless 1 could find 
space for something like an intelligible account of what he stood 
for.” And his choice has been the happiest : the result a coherent 
and well-balanced account of the main schools of economic 
thought. Tn his survey of ihe^ landscape he has so wisely selected 
and so ably described the peaks and plateaux that the valleys 
have fallen into their due perspective, and the traveller can feel 
that, aided by his guide, he has not only covered the ground but 
understood the route. 

The first chapter deals with Greece and Rome, the second 
with the Middle Ages, and we then proceed by way of the Mercan- 
tilists and the Physiocrats to Adam Smith, Malthus and Ricardo. 
The argument passes logically to the earliest critics of the classical 
school, to Lauderdale, Rae and Sismondi, thence to Miiller, List 
and von Thiinen. A ch«aptcr is devoted to the optimists, (Jarey 
and Bastiat, and the story tlien returns to the later exponents 
of the classical tradition, to Say, Senior cand *1. S. Mill, with an 
explanatory apology for bundling Mill so unceremoniously into 
a second-class compartment and with so mixed a company. A 
chapter of considerable length devoted to Karl Marx is perhaps 
the best thing in the book : ” the iniracle of confusion ” and 
“ supreme example of how not to reason ” of Marx’s masterpiece 
having stimulated to their utmost capacity his critic’s powers 
of lucid exposition. The concluding chapter deals with the 
Austrian School : further than this the author does not go, since 
more recent economics “ have not yet become a matter of history,” 
and we are “ still too near their development to be able properly 
to assess their value.” 
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Professor Gray claims no more for his book than that it may 
be found useful as a stejiping-stonc to the more comprehensive 
works of Haney and Gidc and Rist. But actually he has packed 
within the compass of twelve not very long chapters a narrative 
at once comprehensive and concise, illuminated by a just, tem- 
perate and sympathetic judgment. He has given us not only 
good history but good reading. A caustic phrase, a philosophic 
reflection, a well-chosen metaphor, an occasional colloquialism 
connecting straight into the rough and tumble of the daily round, 
enliven these pages without detracting in the least degree from 
the restraint of the style or the scholarlinoss of the exposition. 

H. Reynard 

The TMes Turned. By James Bonar. (London: Macmillan 
& Co. 1931. Pp. viii + 136. 7.«. Orf. net.) 

When digestion or fatigue suggest an hour’s quiet reading 
less strenuous than the latest explanation of unemplo^^ merit or 
the “ world-crisis ” and less tiresome than the modern novel, 
economists will do well to take up this charming book, in which 
Dr. Bonar has imagined the great British economists ot the 
century 1750 to 1850 in Elysium conversing among themselves 
and with later arrivals. Adam Smith, Malthus, Ricardo and 
John Stuart Mill are interviewed in the pieces numbered II to V, 
while the first piece, the title of which is borro\vcd for the whole 
book, consists of a more general conversation between the fathers 
and their disciples. Here I confess to some difficulty in dis- 
covering wdiat tables were turned and who turned them. 

Of the many good things in the book I will content myself 
with quoting only the remark attributed to Mill on p. 87, “ Few 
things annoy me more than the careless case with which men 
dismiss the old political economy and appeal to ‘ practical ex- 
perience,* by wliich they mean wdiat they have seen, heard, and 
misunderstood. ” E dwin Cann a n 

hes Physiocraies, Par G. Wei-lersse. (Paris : Gaston Doin 
et CK 1931. Pp. 332, sin. Svo. 30 frs,) 

In 1910 Dr. Weulcrsse gave us two inqiortant volumes on 
Le Mouvement Physiocrat ique en France {de 1756 d 1770). This 
was described as the first portion of a study which he hoped to 
complete from material already collected. The announcement 
of a new work with the comprehensive title Lvs Physiocraies 
aroused the hope that we w'ere now to see the history carried over 
a longer period and touching upon the inttuence of the Physiocrats 
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in other countries. But these hopes are disappointed. The 
present volume is merely an abridgment of the earlier work. It 
provides a useful compendium of the doctrine of this first school 
of economists but is incomplete as a record of thoir activities and 
their far-reaching influence. 

The author considers that after the fall of the Choiscul ministry 
at the end of 1770 the Economist's as an organised party had no 
continuous or direct effect upon public opinion and the policy of 
government ; the school was broken up ; there were still Physio- 
crats, but they were isolated, and there was no longer a Physio- 
cratic Movement. It is permissible to doubt whether these 
opinions can be maintained. The fall of Turgot in 1776, rather 
than the fall of Choiseul in 1770, seems to mark the arrest of their 
influence upon government. The indefatigable Mirabeau sur- 
vived till 1789. The industrious Dupont de Nemours, a member 
of the Constituent Assembly, played an active part in speech and 
in writing, in forming the economic programme of the French 
Revolution in its early stages. When Dr. Weulersse completes 
his history it seems safe to predict that he will convince his re.aders 
that the Physiocrats w'ere by no means a spent force after 1770. 

Ideas have no political frontiers. There were disciples and 
opponents of the French school in England and Germany, Spain, 
Scandinavia and Italy, and even in North America. To appraise 
aright the influence of the Physiocrats on economic thought and 
action it is important to look beyond France. The original 
volumes were, by their title, narrowdy circumscribed in time and 
space, but a handbook entitled Les Physiocrafes might fairly hv. 
expected to cover the subject more widely. 

It is more than a little surprising that Dr. Weulersse makes no 
mention of the literature of his subject during the last twenty-one 
years. There is no reference to Oncken’s Geschichte or even to 
Schelle’s monumental edition of Turgot. The elaborate account 
of the “ system ” abounds with quotation marks to show that the 
ipsissima verba of its various exponents are reproduced, but there 
is no indication of the source of the quotations. Saint-Lambert 
is described as le poete ami de VEcole, and several lines are given 
from his poem Les Saisms, but the reader is not informed that the 
work is translated from the well-known English work, Thomson’s 
Seasons. 

To the increasing number of students of the history of economic 
thought this book may be recommended as a handy epitome of 
part of an important chapter of the subject, but it needs to be 
supplemented by a continuation. Henry Higgs 



NOTES AND MEMORANDA 

Unrecorded Unemployment in tite Cotton Industry 

It hiis long been lucogiiiscd that some iiuemployment in the 
cotton industry is not revealed by the monthly unemployment 
statistics compiled by the Ministry of Labour and that the deft'cts 
in the measuring rod arc <luo to tlic prxjvalencc; f)f sliort-time 
working. The following note embodies the r(?sult of an inquiry 
into the importance of this unrecorded unemployment. 

I 

Short time in the cotton industry takes diffcTiMit forms in the 
different sections, and although custom varies a givat deal from 
one part of the county to another, certain generalisations can 
safely be made. In spinning, the normal i)roc‘e(lure is that a 
firm which cannot keep the whole of its machinery running full 
time will close down completely for several days in the week. 
Whilst the mill is open the whole of the machinery may be running 
but, in any case, all tlie operatives will be at work with their 
normal complement of machinery. Short time in spinning, 
therefore, usually means full days of unemployment succeeded by 
full days of employment. In this case the Ministry of Labour's 
unemployment statistics, based on the figures of “ books lodged ” 
on a Monday in each month, may be expected to record real 
unemployment fairly accmrately. The only doubt is whether the 
figures for Monday will be typical of the other days of the week. 
If Monday were a favourite day for mill stoppages, then the 
recorded level would be higher than the real level, or if, from tinu^ 
to time, there was a change in the manner in whic h the days of 
stoppage were spread over the different days of the week, then 
the course of recorded unemployment might give a false guide to 
the real course. Rut fi’oni impiiries which have been made of 
Employment Exchanges in the cotton area, it appears that tlic 
diserejiancies introduced in this wjiv are not serious statistically. 
Moreover, since employei’s seem in most eases to have organised 
their short time in order to fit the “continuity rule," the workers 
have usually been able to draw benefit for the days on which they 
were unemployed. 
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Ill the preparatory processes between spinning and weaving, 
such as beaming, warping and ivinding, wliilst a good deal of short 
time may bo worked in the form adopted in spinning, there is, in 
addition, a great deal of intermittent and spasmodic unemploy- 
ment. A worker will often be employed for half a day and then 
sent home, or work a short day. This typo of unemployment 
is not included in the existing statistics, since the Unemployment 
Insurance Scheme does not recognise anything less than a full 
day’s unemployment, and persons not at work through short 
stoppages of this kind do not register at the Employment Exchange. 
In so far as this intermittent unemployment changes in relative 
importance to other and recorded forms, then not only the real 
level but the course of unemployment may be inaccurately 
pictured. It seems impossible, however, to determine how 
important this type of unemployment luis been. 

II 

In weaving, under-empIoymcnt wliieli does not fall within the 
official statistics is more widespread, and in this case it is possible 
to make some assessment of its im])ortance at various dates for 
limited samples. In weaving it is uncommon, though not un- 
known, for a mill to be working ])art of a week. If the mill is 
running at all, it will usually run forty -eight hours in the week. 
Reduction in outi^ut takes the form, in the majority of cases, of 
stopping a certain proportion of the looms in the mill, and usually 
this closing down is not done by dismissing a number of workers 
and throwing their looms out of i>roduction, but by lessening the 
number of looms Avhich each worker is operating.^ In some cases 
the adoption of the latter method is a matter of choice, in others of 
necessity. In particular, it is a customary practice in w-eaving 
mills which are working at less than full capacity for the weavers 
who are actually retained to be given warps by a system of rota- 
tion, assuming their empty looms arc suited to the type of warjis 
available. Obseiwancc of this custom by the employer and the 
intermittent flow and the variety of orders have the effect of 
periodically reducing the number of looms which each weaver at 
work is tending. It follows as a broad rule from the above that 
the weaver may suffer from unemiiloyment in either one of two 

^ In March 1930 a special inquiry was carried through by Kinploymont 
Exchange managers in the cotton area which showed that it was unusual for 
weaving mills to work part of the week, although in some coses an individual 
weaver may bo unemployorl during part of the week because ho is “ playing for 
war]3S ** in respect of two or more of his looms. 
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ways : ho may be out of work for the whole week or he may bo 
working the whole week but on less than his normal number of 
looms. In the latter case he would not be recorded as unemployed 
in the official unemployment statistics. 

One indication of the relative importance of this type of 
unrecorded unemployment is provided by the statistics of em- 
ployment and weekly wages paid in the weaving section of the 
cotton industry which arc published monthly in the Ministry of 
Labour Gazette, The sample of firms covered by this monthly 
inquiry is rather low, and in other ways the material is open to 
criticism, but when chain indices of employment and wages paid 
are calculated and from these an index of weekly earnings per 
head is constructed, a very marked fluctuation in weekly earnings 
is to be noticed when comparing relatively good with relatively 
bad trading years. 

TARTiE I. 

Index of the. Movement of Weekly Earningn in the Weaving Section 
of the Cotton Industry,^ 

(1925 100.) 


1924 . 



96-4 

1925 . 



. 1000 

1920 . 



. 02-8 

1927 . 



. 95-7 

1928 . 



. 970 

1929 . 



98*5 

1930 . 



88-8 


If, to take the extreme cases, 1025 l)c compared with 102G, 
wdien the coal strike led to a I’eduction of output, or with 1030, 
when the world dc])ression hit the cotton industry very badly, 
average weekly earnings fell by 7 per cent, and 11 per cent, 
respectively. A part of this decline may be due to some unem- 
ployment consisting of full-day sto]){)ages within a week when 
work was in progress on other days. Jlut if the contention above 
as to the importance of under-employ ineiit in w^eaving is sound, 
then the greater part of this drop was the outcome of an increase 
in 1926 and 1030 of this type of unrecorded unemployment over 
the amount which existed in 1925. 

Fortunately it has become possible to support this presumption 

» Tho chain index was, of course, consiructod from month to month, but for 
convenience in presentation here a simplt> nvorngo of tho months for each jear 
was made. Further, there have boon changes in piece rates, and these have been 
allowed for. It is impossible to make allowance for changes in weekly earnings 
which might well have eome about, on the existing price lists, through improve, 
menta in tho quality of tho cotton good.s being woven. 
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by access to tho actual records of weaving mills. Through the 
kindness of a manufacturer we have records going back to 1027 
for two mills, both producing fancy goods and both doing rather 
better than the average up to 1929, which enable us to indicate 
broadly the difference between the recorded and > tho total unem- 
ployment. In Table II three columns are shown for each mill. 
The first shows the average number of looms being operated by 
each weaver for comparison with tho number of looms operated 
normally on full capacity working. The second shows what would 
liave been the percentage unemployment among weavers normally 
attached to these mills if, with the looms actually running, weavers 
had been working their full average complement of looms. This 
represents the true rate of unemployment among the workers. 
The third column shows the percentage of the total weavers who 
actually were not working at all, Le, were not in tho mill.^ This 
repi’csonts the unemployment which would result in a ])erson 
registering at tho Employment Exchange and coming within the 
purview of the unemployment statistics. 

Two conclusions are a])parent from tliis sample. Firstly, real 
unemployment, measured by the extent to which the workers’ 
capacity for effort is left untouched or in relation to the wages 
which ho can earn on j^ece-work, can rise greatly witlmut this 
necessarily reacting upon those registering at the Excihanges. 
And, secondly, the relation between recorded and unrecorded 
unemployment fluctuates widely from time to time, ([(^pending 
upon such factors, in tho individual mill, as the sorts of cloth 
being prodiufcd, the size and frec|uency of orders for particular 
sorts of cloth, and the extent to wdiich more tluui one type of loom 
is run by the same w'eaver. 

A second sample covers a larger number of mills, but only 
extends over four mouths ^ in the very abnormal conditions of 
1931. This sample covers the mills working in tho JMaekburii 
area, and the information obtained from them makes it possible 
to construct a table similar to that given above. The general 
results arc the same. 

^ One difliculty attaching to this coliuuii and ilio f'om\spunding cohiiiiii in 
Table III is tliat it is assumr;d a certain niiinber of weavers are attached to a 
mill, and that when they aro not working at this mill they will not find work 
elsewhere. But even if there has been some migration of this sort, it cannot 
invalidate tho comparison which we are making between tho second and third 
columns in each of the Tables II and III, heeauso our failure to allow for 
migration causes tho pcrcontago unemployment in both columns to ho slightly 
higher than it would bo if migration were taken into account. 

* Tho information was obtained fur the lost Saturday of ouch month. Tho 
number of firms covered comprised about 2.5,000 looms and 7,000 wonvors. 
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Table II. 


Uwlcr-Employment in Tivo Weaving Mills. 


1. 


3. 

4. 

5. 

6. 

7. 



Mill A. 



Mill B. 


lljlto. 

* Avoragcj 
No. of 
Looms 
being 
( )pe rated 
by each 
Weaver. 

Percent- 
age Unom- 
ploymont 
among 
Weavers 
if Looms 
llunning 
had been 
workc'd 
307 

Looms to 
Weaver. 

2 Actual 
Porcent- 
ago Un- 
omploy- 
rneiit 
among 
Wcavc^ns. 

Avenigc 
No. of 
Jjooms 
being 
Opera! e«l 
by earh 
Weaver. 

Percent - 
ago Unem- 
ployment 
among 
Weavers 
if Lr)oms 
Uiinning 
bad been 
Morkeil 
3-67 

Looms to 
Weaver. 

2 Actual 
Percent- 
age Un- 
cmploy- 
inont 
among 
Weavers. 


Normal 
- 3-67. 

Normal 

3-67. 

Hli8. 

Jan. 

3-48 

H 

7 

3-76 

1 

.3 

March 3 1 

30:1 


4 

3-74 

0 

2 

May 2G 

3-61 

.*> 

3 

3-78 

0 

3 

July 28 

300 

S 

7 

3-22 

IS 

7 

Sopt. 20 

2-84 

20 

5 

3-r.a 


1 

Nov. 21 

3-33 

13 

4 

316 

K 

2 

1029. 







Jan. 20 

3r>r) 

8 

.5 

3-71 

0 

1 

March 31) 

303 

0 

7 

3-78 

i) 

3 

May 20 

3-54 

0 

0 

3-47 

1 6 

1 

.Inly 20 

2-80 

20 

6 

2*50 

3'd 

11 

Sept. 2S 

200 

30 

13 

2-80 

'• 24 

4 

N«)v. 30 

2-47 

15 

10 

2-77 

26 

2 

1030. 
Jan. 20 

2-03 

51 

12 

i 

i 3-05 

j 

i 31 

"> 

March 20 

2-48 

43 

10 

1 2-31 

: 52 

24 

May 3 1 

2- 10 

00 

j 31 

1 2-3S 

’ 48 

20 

duly 10 

2-73 

73 

i 03 

' 2-77 

38 

18 

Sept. 27 

3- 17 

nr, 

' 48 

1 2-70 

1 41 

' 22 

Nov. 20 

2-33 

! 68 
[ 

; 50 

i 3-53 
! 


S 

! 

1931. 
Jan. 17 

2-72 

1 

j 40 

1 

10 

! 

j 243 

30 

! 

S 

March 2S 

2-S8 

! .30 

10 

! 3-48 

5 

0 

April 24 

3-00 

22 

4 

1 343 

7 

0 

May 20 

20'.) 

43 

23 

2- SO 

21 

0 

Juno :i0 

j 2-08 

1 

42 

28 

310 

18 

0 


^ Hy usiii^ nn avorn^o fi^uro of looms por woiiN or soino I'rror may bo intro- 
diiccil, sinro Ihoro aro diffi'iviit kiiuls of looms, ilifTon'iit numbois of thesi? aro 
worked per weaver, and tlio calciilat ion above is based upon the assumption 
that all the looms aro of the same typi^ and that eaeli worker is attaeluvl to an 
equal number <if tliose. 

* In detorminiiiR the number of weavers actually not in the mill at certain 
datos, use had to bo made of the number of National Health Insurance stamps 
puFchnsod by the employed. The rt'siilt was to show a larger ]iorcentngo o 
unomployment than was actually the case. This, however, men^ly strengthens 
tho doductions drawn from the tabic. 
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Table III. 


Date. 

Normal Aver- 
ago No. of 
Looms per 
Weaver on 
Full Run- 
ning.' 

Actual Aver- 
age No. of 
Looms Run- 
ning per 
Weaver. 

i 

Percentage Unem- 
ployment among 
Weavers if Looms 
Running had all 
boon Operated by 
Weavers with Full 
Comploinent of 
Looms. 

Actual Per- 
centage Un- 
employment. 

1931. 
May 30 

3-60 

— 

22-9 

l.'i-H 

Juno 27 

364 


22-3 

141 

Aug. 1 

3ij6 


32-3 

19-3 

Aug. 29 

1 3-62 

2-96 

.33r> 

18*5 

Sept. 26 

3-63 

317 

30* 1 

19-8 


^ Tt should bo noted that there is tilways a eertuiii number of weavers in u 
mill (chiefly young weavers) who ufK^rato only two or I liroe looms, even when the 
mill is working at full capacity, and that the proportion which they boar to tho 
total weavers omployo<l may vary from porioil to pi'riod, and from mill to 
mill in tho saino period. U’his accounts mainly for the variation in the first 
column in the normal average nuiiiber of looms per weaver recorded at different 
dates. 


in 

I’liis statist k it I ov itinifo is s<Ta|j]>y and in detflil jirrhaps not 
absolutely aeeurate. 15ut there can be little doubt that in the 
broad sense it reveals conditions of which the working [)o[)ulation 
in the groat weaving towns of Lancashire is only too keenly awaix;. 
C'Crtain practical corollaries seem to follow : 

1. A great deal has been made in recent months of the 
“ anomalies ” which exist in the working of the Unemployment 
Insurance Scheme. Here, however, is a case which runs against 
the usual tide of discussion. A weaver working two or three looms 
instead of four is fully employed; he pays a full contribution to 
the Unemployment Insurance Fund. Yet his wage may only be 
one-half of the normal earnings for full caj)acity riuu)ing. And 
in bad times a large proportion of tluj workers in the weaving 
industry may lx? affected in this way. Repercussions upon family 
income are serious, and there can be little doubt that some married 
women whose husbands’ earnings have been depleted by this form 
of under-employment have been compelled to re-enter the labour 
force available for employment in cotton weaving and have 
consequently registered at the Employment Exchanges. 

2. The poll tax upon employment imposed in the form of the 
employers’ contribution to the Unemployment Insurance Fund 
naturally becomes proportionately heavier when under-employ- 
ment is common, and, although it is difficult to obtain evidence 
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on this point, there seems some reason to believe that the employer 
attempts to lessen the burden by employing young persons, under 
eighteen years of age, at the expense of those over eighteen years, 
in respect of whom a higher rate of contribution is payable. 

3. The i)revaleiicc of this type of unemployment has a direct 
bearing upon the validity of calculations of output per head in 
individual industries. Many of these calculations are now made 
by comparing an index of production with an index of employment 
obtained by deducting unemployed insured persons from the total 
insured in the industry. When such calculations are made for tex- 
tiles or cotton a very remarkable and, in the circumstances, almost 
incredible, fall in physical output i)cr head is shown. This has been 
attributed to “ the extreme depression in the volume of sales.” ^ 
But the real reasons are i)robably more numerous and very 
different from tliis. There has been, at least in the cotton 
industry, a profound change in the quality of the goods produced. 
For our present purpose, however, it is sufficient to noti(.e that this 
uni’ccorded form of unemployment in weaving may be sufficient 
to Jiccount for it. A weaver working three instead of four looms 
naturally shows about a 25 per cent, drop in outi)ut per head. In 
any case, wliilst this form of uiidcr-cmplo 3 'ment exists, changhig 
probably from time to time without anj' particular relation to the 
recorded unemployment, the index of (‘mployment obtained in the 
manner described above is extivmely likel\" to produce a false 
index of output per head. 

4. There can be little doubt that this has been one of the 
inffiiences making for the immobility of the labour in the cotton 
industrj". By spreading work over a larger number of cmploj^ees 
it has tended to keep a larger volume of labour attached to each 
mill than could ever be fully employed again. And there may 
have been reactions upon public policy. The true situation in the 
labour market has apparently not been full\" realised, for under- 
employment has not been measured. If, indeed, the Ministry of 
Labour unemployment statistics had been available for cotton 
spinning and weaving separately the position would have been 
made clearer, for, if the concIusion.s of this note are correct, the 
recorded unemployment would have been higher in spinning than 
in weaving. Unfortunately, the cotton industry is regarded as 
one industry in the Ministry’’ of Labour classilication and the 
curtain has not been lifted. (Conditions in the cotton industry, 
of course, had not, up to the middle of 1920, been so serious s\s 
those in some areas scheduled as dejuvssed in which sc*hemcs for 

^ Soo Macmillan Conimittco on Finuiice and Industry, p. 54. 
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industrial transference were most actively prosecuted. But 
undoubtedly they were graver than was generally realised, and, 
in view of the events of the past twelve months with its terrific 
increase of unemployment up to a peak of over 40 per cent, in 
cotton and the poor future prospects, it amounts almost to a 
national disaster that whilst the ^‘migration” of population 
1921-31 was 12 per cent, for the South Wales coal area (Breck- 
nock, Carmarthen, Glamorgan and Monmoutli) and 0 per cent, for 
the north-east heavy metals region (Durham and Northumber- 
land), the figure for Lancashire was only 3 \)or cent. 

In recent years the industry has been very alow to effect the 
necessary degree of contraction of its productive capacity as 
markets have dwindled. The leading symj)toms of this lingering 
structural disease are the existence of surplus mcchcanical equip- 
ment on the one hand, and, on the other, the maintenance of an 
artificially high labour force employed at something less than full 
capacity by reason of the spasmodic and intermittent nmning of 
the looms in commission. There are signs that the industry is 
beginning to concern itself with the problem of eliminating surplus 
mechanical equipment because of the infliu'nec which the existence 
of this surplus has upon costs and upon prices. It is doubtful 
whether the pressure of economic forces will constrain the industry 
ill tlie near future to jiay equal attention to the cognate problem 
of under-omployment of labour. As a general principle, one may 
say that in the absence of a “ fall-back ” wage or minimum wage 
for under-employed weavers to safeguanl weekly earnings under 
the existing ])icce jirice list, it makes l)ut little difference to a 
manufactnnT’s wages or other costs whether he employs one 
weaver upon four looms or tw'o weavers (‘ach upon two looms. 
In fact, it may be contended that the maintcuuuice of an artificiaUv 
large stratum of under-cm])loyed weavers strengthens the bargain- 
ing powder of the manufacturers in the fixation of wage-rat-es. 
There is goo*l reason for believing, then, that tlu? alk^viaiion of this 
serious la})Our problem, if it eomc's at all, must come in some way 
from without the industry. 

John .Ikwkks 

Uyw'crsity of Mu tivhcMrr. A. Winter bottom 


Interest and Usury in a New Light 

As Sir Josiah Stamp has said, Mr. Keynes' Treatise on Money 
provides material for innumerable analyses of iiarticular questions. 
To one reader at least it exhibits interest upon loans in a new light, 
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and it seems that one of the unexpected consequences of Mr. 
Keynes is a vindication of the Canonist attitude to interest and 
usury ! 

The cardinal point made by Mr. Keynes is the distinction 
between Saving and Investment, between the saving of money and 
its conversion into capital-goods. Saving without investment is 
not a service to production, and the saving of money does not by 
itself cause any conservation of products, but their waste, or their 
disposal at lower prices and tho slowing-dowm of productive 
activity. The continuity of the economic process requires that 
purchasing power should be exercised as it is received, otherwise 
the demand for goods falls below the supply and we find ourselves 
in tho depressing company of unemployment, falling prices and 
business losses. The increased saving of money which is the usual 
practice of prudent people in hard times only aggravates the evil. 
Remedy can only come by spending, not necessarily on con- 
sumption goods only but on production. From the point of view 
of general economy it might bo better to spend on production than 
on consumption, but certainly the worst thing is the sterile saving 
of money. Tho saving is sterile from tho standpoint of the 
community, though it may bo profitable to the individual who, 
apart from any interest earnings, may watch his idle money grow 
in purchasing powder through the fall in general prices. 

In such conditions it is a matter to be deplored that holders 
of money are able to get interest by bank deposits. Interest only 
encourages socially wasteful saving and discourages socially 
desirable investment. To this extent, therefore, and in such 
conditions, interest is anti-social. Mr. Ke^Ties urges the lowering 
of interest, even the abolition of interest on bank deposits, as 
proper policy to be pursued when trade is below j)ar. 

It is an inescapable conclusion from tho Kcjiiesian analysis 
that interest is the villain of tho economic piece. Not that 
Mr. Keynes suggests the possibility of tho abolition of interest. 
According to his theory interest could be too low' and might 
require to bo raised in the general interest i this w'ould be in 
circumstances wdicn prices w’ere advancing too rapidly. Leaving 
aside for the moment tho old question whether interest is necessary 
to evoke saving, the only use that ]VIr. Keynes can sec for interest 
is as a depressant in times of over-activity. 

The orthodox doctrine has related interest closely to profit as if 
the two progressed or declined together. Mr. Keanes shows them as 
antagonists. Interest upon money is simply an added cost upon 
capital goods and therefore a deduction from profit and a burden 
No. 164.— VOL. XLi. 
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upon enterprise. Socialist theory assails interest even more 
destructively than does Mr. Keynes, but Socialist theory also 
assails profit, whereas Mr. Keynes salutes Profit as the engine that 
drives the car of progress. The maintenance of profit is essential 
to trade stability, the diminution of profit inevitably spells trade 
decline, and it is during periods of Profit Infiation that the wealth 
of nations is enriched. 

The fundamental distinction between Saving and Investment 
which Mr. Kejmes makes renders it equally fundamental to dis- 
tinguish between Interest and Profit and between Money and 
Capital. It is here that Mr. Ke3me3 is brought into the camp of 
the Canonists. Professor Cassel in his Nature and Necessity of 
Interest criticised the Canonists and opposed them with the 
principle that interest is paid for the use of Capital, not for the 
use of Money. Now the Canonists never quarrelled with payments 
for the use of capital, they raised no objection to true profit, the 
reward of risk, ability and enterprise, but they disputed the 
identification of the lending of money with the investment of 
capital and denied the justice of interest as a reward for saving 
without investment. 

The most convenient and accessible statement of the Canonist 
doctrine is still that of Ashley in Book II of his Economic History. 
A man might advance money to a merchant for purj)oses of trade 
and contract to receive a share of the profits. He was entitled to 
this because he became a part-owner of the capital, shared in its 
risks. He was a partner, even if only a sleeping partner, with the 
active trader : he w'as not simply a creditor. There was all the 
difference that there is between an Ordinary shareholder, who is 
one of the proprietors of a business, liable for its debts to the 
extent of his investment, receiving a dividend only when profits 
are earned, and a Debenture holder, who simply lends money 
without the risks of owning and operating capital-goods, and 
claims interest irrespective of whether the enterprise results in 
profits or losses. The Debenture holder runs a risk, but it is not 
directly a risk of trade but of the solvency of the borrower. 

The Canonist principle was that sharing in trade risks made an 
investor a partner, a co-owner of capital, not simply a money- 
lender, and gave a title to profit. There was a recognised diffi- 
culty in laying down rules as to how shares should be divided, and 
Professor Ashley says : 

“ Accordingly, the Canonists w'ere disposed to acquiesce in a 
wide freedom of contract. They were not disposed to criticise 
unfavourably any arrangement which the parties to an agreement 
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cared to make, so long as the share of each continued to be con- 
tingent on uncertain gains. But until the beginning of the 
sixteenth century it was the constant teaching of the Canonists 
that to bargain for a fixed reward^ or dividend^ upon the capital 
invested, whatever the fortunes of business might be, made the 
contract usurious.” 

The italics are Ashley’s. He proceeds to say that a guarantee 
by the working partner merely to restore the invested capital 
intact came under condemnation because it removed the element 
of risk needed to legitimatisc the bargain for possible profit. At 
the end of the fifteenth century the so-called “ triple contract ” 
obtained apologists among the Canonists, though it was a device 
for securing profit by lending to a trader while being guaranteed 
against risk. By the seventeenth century the Canonists had 
practically given up their battle against interest on loans of money 
as distinguished from profit on investment of capital. There may 
be reasons for thinking that the world will go back to the early 
Canonist doctrine. The classical argument that interest is neces- 
sary to evoke saving wears a different aspect when we appreciate 
that saving does not necessarily mean investment. The saving 
of money may actually diminish investment, and interest is 
deterrent to investment. If we could ensure, as the Canonists 
tried to do, that saving should be rewarded only when it was also 
investment in capital-goods, we should have gone far to stop the 
master-evil that ]Mi\ Keynes has revealed to us, of saving exceeding 
investment. 

IT. Somerville 


Official Papers 

Dominion of Canada, 1931, Report of the Commission to inquire 
into Trading in Grain Futures. Chairman, Sir Josiah 
Stamp, C.B.E. Appointed April 10. 1031 : reported April 
20, 1031. (Pp. 00, including Appendices and diagrams.) 

The terms of reference to the Commission were, 

“ to inquire into and report upon what effect, if any, the 
dealing in grain futures has upon the price received by the 
producer.” 

Their finding is — 

“ in addition to the benefits reflected to the producer in 
furnishing a system of insurance for tlic liandliiig of his 
grain, and in providing an ever-ready and convenient means 
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for marketing the same, futures trading, even with its dis- 
advantage of numerous price fluctuations, is of distinct 
benefit to the producer in the price which he receives.” 

The Commission took evidence from April 13 to April 25 and 
produced its long report four days later : a notable achievement, 
seeing that for the most part it is not a recitation of fact, but 
an ingenious application of theory to highly controversial prac< 
tice. It is an admirable brief for the Grain Trade, but no more 
than a brief ; for it takes no account of the forces which have 
moulded the corporate life of Canadian farmers ever since 1918. 
The question which has agitated and still agitates them is : Can 
we, the producers of wheat, replace the old system of capitalistic 
competitive grain marketing, which of its very essence excludes 
the farmer from conscious control over the marketing of his 
product, by a new system, based on integration of functions, 
by a system which involves organisation of marketing on tlie 
selling as well as on the handling side ? Can we follow the rest 
of industry into what industry calls rationalisation? Can we 
rationalise our industry and thereby stabilise rural life? Such 
a programme must indeed take account of what the old system 
did by its machinery of the futures market, with its speculation 
and hedging. And the Commission explains with great skill 
what that system set out to do. But it is haunted by ethics. 
It tries to show that the si^cculator “is as much a ‘ producer ’ 
in a moral and ethical sense as the farmer” (p. 19). But to 
show how Tsarism worked is not to prove that it- is better than 
the Five-Year Flan. To call on ethics is in vain, when in fact 
a practice violates the social sense of the producing community. 

I cannot imagine any serious student of the grain trade 
arguing that, if you are to have a system of competitive capitalism, 
you can dispense with the futures market. For that is ixjrhaps 
its best side. Under such a system overyl)ody, including the 
farmer, benefits by the devices which provide a continuous, 
sensitive market, the spreading of the crop in time and place, 
and the speedy conversion of produce into values against which 
banks can freely lend. These services are as valuable as the 
railways which take the produce to market. But the issue is, 
cannot the system of merchandising, which rules in dairying and 
fruit, in minerals and manufactures, be made to fit the staple of 
wheat ; and if not, why not ? The Commission would say, no 
doubt, “ This large question was beyond our reference.” Well 
and good. In that case a very few pages should have sufficed 
them. But by suggestion, on nearly every page of a long 
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Report which combines clear description with advanced economic 
analysis, runs the idea that the old system is for the producer 
the best system and indeed the only system that is efficient and 
in accord with economic teaching. An economic blizzard is on 
us, but when this has passed away wo shall go back to the good 
old way. 

The Commission finished its labours in Minneapolis and 
Chicago. It would have been irresistibly improssivo if it could 
have shown how well these cities, the fountain and origin of the 
system, were standing the strain; or if not this, how well the 
system had worked in normal times. But it could not, because 
America’s prosperity policy for agriculture, instituted in 1929 
and canvassed for at least five years before that, involved opera- 
tions by a Federal Farm Board which were incompatible with 
the free action of the futures market. And since the blizzard 
the Chicago wheat pit has ceased to function, so that there has 
floated before the vision of Winnipeg the chance of capturing 
the futures business of North America. Did the Commission 
discuss this in its Minneai}olis class-room ? The Commission did 
not visit Australia. It would have found there tan even more 
subversive attitude to the old w’ay. The Commission did not 
visit the Argentine. It would have found there a system under 
which most of the export trade is in the hands of two firms, 
who buy from w'cak unorganised growers and ship the w^heat 
unsold to fetch what it can in Liverpool, Is it not clear that 
the question which should have exercised the Commission was, 
“ Is there any reason to believe that the new abnormal con- 
ditions will over give w'ay to the old normal conditions ? ” Is it 
not probable that a new normalcy will be reached which involves 
crmccrted action by the exporting nations — action for w^hich the 
Pool has done something to prepare the way and the Grain 
Exchange nothing ? 

There is a section in the Report on “ The Economists’ View .” 
They are represented to be in agreement that speculation is good 
for the farmer. (If they are thus agreed, it is w ortli emphasis, 
because it would bo one thing on which they are agreed to-day 
in the wide realm of economics.) Alfred ^Marshall is freely quoted, 
and his disciples also. If w’e turn to the section in ^larshall s 
Indmiry and Trade from which the extracts are derived wo find 
that its heading is, “ The services rendered by constructive 
speculation on a Wheat Exchange, illustrated by its efficacy in 
lightening the burden of risks borne by grain merchants and 
millers.” Precisely. It does lighten, indeed it may virtually 
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eliminate, the risks of these parties. But it stops short of the 
farmer. For consider his fundamental risks. First, will he get 
a crop ? Secondly, if he gets a crop, when should he sell it ? 
In this vital second risk the hedging system does not help him. 
The futures market is a continuous market, but it does not tell 
him when to sell on that continuous market. The Pool relieved 
him of this jierplexing problem. It ensured him the average 
price over the season for his crop according to its grade and 
location; and the Grain Trade propaganda from 1923 to 1928 
never succeeded in showing that the non-pool member on the 
average did better than the Pool member. The Pool, of course, 
has been heavily hit, but only because it shared the bullish 
sentiment which was common to North America in 1929. The 
trade then went largely unhedged. When the price for Number 
Three Northern got wildly out of line in Liverpool with its 
equivalent, Argentine Rosafe, the Pool should have unloaded on 
the Exchange, and the Exchange would have howled. But the 
Pool did not, and it is paying now a heavy price. Nevertheless, 
the Pool in the shape now of three provincial pools soiling separ- 
ately is still very much alive. Whether the Pool could have 
done better is a matter of speculation. It is certain, however, 
that much of its energies w'ere diverted from its objective by 
having to counter at every turn the ceaseless hostility of the 
trade — not of the bankers, but of the trade. The Canadian 
West still has morale and mind and hope. It owes these to the 
magnificent educational work of the Pool over the last ten years. 
This is the foundation which stands to-day between the Canadian 
farmer and a quagmire of demoralisation. The United Stat(;s 
have sought to instal a similar foundation from above ; and the 
main difference between the two is that in Canada the farmer 
out of his Pool assets is paying a substantial part of the price 
of bad times, while in the United States the Treasury is footing 
the whole of the bill. 

A question that haunts the Commission is : From whom docs 
the speculator’s remuneration come? I would say that, in so 
far as it is constructive, it comes from the consumer, for service 
rendered. But the service rendered is very cheap, because this 
remuneration is largely augmented by the losses of the “ moths 
and mugs ” of the speculative market. These, says the Report, 
are “not really welcome at the Exchange ” (p. 23). A somewhat 
ingenuous sentiment. They are highly welcome to those “ legiti- 
mate ” dealers who cater to their needs. They are as welcome 
as the general public are to the stock or mining brokers. Witness 
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the little tabernacles of worship in the buildings of the Grain 
Exchange or at the street comers, whore they watch the ticker 
and the boy with the chalk. They and the farmers who, after 
selling their wheat, buy a future, lose money to those who are 
constructive speculators. They give something for nothing. It 
is not their money which is unwelcome, but the indignation they 
feel when they lose. A flutter is an alcoholic excitement ; and 
the better mind of the farming population objects to it, because 
it distracts the farmer and adds uncertainty to an already uncer- 
tain life. Since the isolated farmer can only enter the market 
as a moth or a mug, the organised farmers have tried to enter it 
through the expert guidance of their own organisations. And 
when they entered it, they found that they could only get serious 
results by driving through it to direct contacts with the consumer. 

Last year there ai)|)eared in England a lively little book. 
The Bread of Britain, by A. H. Hurst. This Report is its Canadian 
counterpart. Both arc active i)rotests against recent change, 
which seems to threaten supersession and loss of occupation. 
Both distrust integration and economic democracy. How often 
have we heard the phrase, “ We believe that, as usual, the dis- 
satisfied element are the more conscious and articulate (Report, 
p. 61). But for agitators there wwld be no labour unions, no 
pools. The Grain Exchange, if only he would believe it, is the 
farmer’s friend. The Grain Exchange with its futures reduces 
fluctuations. This may not command assent, but listen to it 
when it is decked in the robes of economic theory. “ By the 
application of the economic principle of ‘ diminishing utility ’ and 
‘ marginal satisfaction ’ the aggregate satisfaction is greater 
where the fluctuations iire less by a very important difference ” 
(p. 24). Now, Mr. Fanner, what can you say to that ? 

C. R. Fay 

The Agricultural Marketing Act, 1931. Ministry of Agriculture. 

Economic Series No. 33. (H.M.S.O. 1931. Pp. 104. Gd.) 

As the title implies, this publication is a commentary on the 
Agricultural Marketing Act, 1931, which received Royal Assent 
on July 31st last. The Report is consequently a departure from 
the commodity investigations we have been led to cxIX^ct from 
the Ministry’s Economic Scries, but is none the less an important 
contribution to the “ Orange Books,” es|X}cialIy if it oiih' partially 
succeeds in explaining the Act to those many critics whose 
appreciation of the measure has evidently been inadequate. The 
introduction argues that marketing reform must proceed in the 
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two directions of standardisation and organisation, and that 
sufficient progress along the former way has been made to necessi- 
tate an organisation policy. The Act has been prepared to 
achieve this object. Chapters II and III deal with the prepara- 
tions and submission of marketing schemes and the subsequent 
procedure. Schemes may be prepared in respect of all primary 
products, whether of arable or grassland origin, and of secondary 
or processed edible products, with reference to Great Britain as a 
whole or any part of Great Britain. It is pointed out that while 
schemes can only be submitted by producers, the Act in no way 
defines the hand that shall prepare the schemes. The Minister 
of Agriculture is given power to modify any scheme within certain 
limits, and when finally ready it is submitted to Parliament after 
consultation with the Board of Trade. Having received Parlia- 
mentary approval, the scheme comes into partial force during a 
“ suspensory period during which the only provisions operating 
are those concerning the conduct of the poll, by which a two- 
thirds majority in terms of numbers and of output must be 
secured in respect of the producers of the product, and in the area 
concerned, before the scheme can be given full operation. 

Administration of schemes, types of organisation, and powders 
of Boards are explained in Chapters IV, V and VI, where advantage 
is taken of the Larger scope to illustrate the sections of the Act 
concerned by reference to particular commodities. The opportuni- 
ties of Boards to disseminate market intelligence and to promote 
researcli and co-operation are indicated. Chapter VII points out 
that the degree of compulsion is by no means absolute, since, under 
certain circumstances, producers may receive exemption from tlic 
requirements of the scheme concerned, and, moreover, every 
scheme must provide for the granting of exemptions. Financial 
administration, the position of contracts already made, the means 
by w^hich the consumer is safeguarded and reorganisation com- 
missions conclude this explanatory commentary. Tho Act is 
given in an Appendix. 

Enough has been said to indicate that the publication outlines 
the provisions of the Act in the logical order of practical procedure 
which is by no means coincidental with tho Act taken section by 
section. It is in effect a translation of a difficult and complicated 
measure into terms of everyday language. But it is by no means 
(and docs not pretend to bo) a final authority on all possible points 
arising from the Act in practice, for “ . . . there is no restriction 
on the rights of the individual to seek a niling of tho Courts on 
any question of interpretation that may arise (p. 17). 
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The author has steered a very even course between economic 
prophecy on the one hand and legal technicalities on the other. 
The result is an excellent vade-mecum for all who contemplate 
taking advantage of the measure. An adcq,uate index is a very 
welcome innovation in the Economic Scries. 

R. P. George 


Memoranda of the Birmingham Bureau of Research on Russian 
Economic Conditions. Nos. 1 and 2. (University of Bir- 
mingham : Annual Series. Ss. 6d.) 

This important project, of maintaining interest in the Russian 
economic experiment, will be carried out in a series of Memoranda, 
of which from four to six will be issued annually. All the members 
of the Bureau have direct acquaintance witli Russian life. The 
first Memorandum deals with the Five-Year Plan, and Com- 
pulsory Labour in the U.S.S.R. ; the second with the foreign trade 
of the U.S.S.R. 


The Course and Phases of the World Economic Depression. League 
of Nations. (London : Allen and Unwin). Revised Edition. 
Pp. 339. 6^?.) 

The following summary is issued with this volume, of which 
wo hope to give a review in a later number. 

The last Assembly of the League of Nations was already 
seriously preoccupied with the economic depression. Since then 
it has, of course, become oven more widespread and acute. 

The present volume gives a full description of the origin and 
the various forms of the depression. 

It is entitled The Course and Phases of the World Economic 
Depression y and has been prepared at the request of the Eleventh 
Assembly by Professor Oliliu of Stockholm University, with the 
assistance of the stall of the Economic and Financial Organisation 
of the League. 

In the course of preparation economic councils and economic 
research institutions in Austria, Belgium, Czechoslovakia, Den- 
mark, Finland, France, Germany, Hungary, Italy, Netherlands, 
Poland, Portugal, Spain, tlio United Kingdom and the United 
States were consulted. These institutions sent representatives to 
two meetings held at Geneva and also submitted memoranda. 
Special information was also received from nine Governments. 

This report, after a brief review’ of some aspects of the post- 
war economic developments and of structural changes in the 
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years immediately preceding the depression, and after some 
review of business cycle tendencies, generally, in the last decade, 
gives a full description of the present depression. It describes 
its various phases and analyses how various factors in economic 
life come into play, i.e., production, domestic trade and consump- 
tion; prices, wages and profits; foreign trade and shipping, 
speculation, credit and savings ; and international capital 
movements. In the concluding chapters these are further 
analysed, e.g., the combination of structural maladjustments and 
the business cycle recession; monetary factors and the decline 
of the price level ; the inflexibility of the economic system in its 
relation to the depression; the mutual reactions of recession 
tendencies in different countries (including Russia) ; the morph- 
ology of production. Finally, the present depression is compared 
with earlier depressions, and the volume concludes with a summary 
of the situation in the summer and autumn of 1931. 

The revised edition brings the description and analysis of the 
depression up to the end of September. Accordingly, it contains 
an account of the outstanding financial events of that month, and 
briefly analyses the causes of the financial crisis. In addition, 
several minor changes are made throughout the body of the 
report in an attempt to present more accurate and up-to-date 
information. 

Centres of Reference for International A ffairs. Compiled by the 
League of Nations International Institute of Intellectual 
Co-operation. Also in German and French editions. 1931. 
(Paris : I.I.I.C. Svo. 163 pp. 2s. H.) 

The preparation of this handbook was undertaken at the 
request of the Conference of Institutions for the Scientific Study 
of International Relations, and it has been published with the 
assistance of the European Ccnti'c of the Carnegie Endowment 
for International Peace. Its purpose is both to stimulate 
collaboration between organisations in different countries which 
are pursuing similar studies, and to bring to the knowledge of the 
student of international affairs the reference centres in his own 
and other countries where he may obtain access to sources of 
information. 

The particulars given arc necessarily confined to centres which 
have already undertaken to assist in the work of co-operation, but 
the field eovered is so wide that it would be surprising if the 
Handbook failed to provide an indication of where information 
on any aspect of international affairs might be found. Not only 
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is reference made to national institutions in Austria, Czecho- 
slovakia, Denmark, Prance, Germany, Great Britain, Italy, 
Japan, the Netherlands, New Zealand, Poland, Boumania and the 
United States, but there is a full list of international institutions, 
such as the International Chamber of Commerce, International 
Parliamentary Union, International Law Association, in addition, 
of course, to the League of Nations, the International Labour 
Office, etc. 

In each instance details are given of the address, objects, 
organisation and special activities of the institutions dealt with. 

Not the least interesting aspect of the Handbook is its evidence 
of the extent to which special bodies to deal with international 
affairs arc being created all over the world. 


OBITUARY 

Lttjo Brextaxo (1844-1931) 

Professor Lujo Brentano, who was born on December 18th, 
1844, and died in his eighty-seventh year on September 9th, 1931, 
held quite a unique position amongst German economists. He 
came of an old Catholic family of Italian origin, many members of 
which were closely connected with Church affairs and German 
literature. He inherited from them a good deal of romantic 
conservatism. Living in a country where the State had been 
accustomed to meddle with men’s consciences, he transformed it 
into a kind of liberalism on an calmost English pattern. Early 
in life, almost as a boy, he had been sent to University College, 
Dublin, where, under the influence of his brother-in-law, P. Le 
Pago Renouf, he became a liberal, as he himself expressly states 
in his memoirs, “ on account of my Catholicism.” A few years 
later he got into intimate relations with P. ^M. Ludlow, F. D. 
Maurice and Frederic Harrison. He ultimately became the most 
thoroughgoing prominent liberal Germany has produced in 
modern days. Ho succeeded in uniting the organic conceptions 
of the Catholic romanticist with a penetrating rationalism of 
secular and Protestant origin. He was trained by Helfericli and 
indirectly by Hermann, the most ])romiiient academic exponents 
in Germany of the post-classical age. Ernst Engel, the head of 
the Prussian Statistical Oflice, made him early acquamted with 
social problems, by taking the young man to England, where he 
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began to study, and one might almost say discovered for 
scientific purposes, the English Trade Union movement. 

He thus became what might be called a citizen of two countries. 
English life and English problems fascinated him all his life. Ho 
was delighted, as he pointed out in his brilliant recollections 
Mein Leben im Kampf um die soziale Entwicklung Deutschlanda ^ 
(ho finished the reading of the proof-sheets a few days before his 
death), that British Trade Unionism, according to G. D. H. 
Colo, considered the Webbs its parents and himself its grand- 
parent. His first important book. On the Hislmy and Develop- 
ment of Oilds and the Original Trades-Unions^ was printed in 
English. And his last and most voluminous work, which he 
finished when ho w’as eighty-five years of age, was Eine Oeschichte 
der tvirtschaftlichen Entwicklung Englands (4 volumes). 

Though ho was brought up in the classical doctrine, he 
resolutely turned his back on the shadowy dogmatism of the late 
German “ laisser faire, laisser alter school. Ho became for a 
time one of the leaders of the younger historical school and the 
close associate of Schmoller and Knapp. Ho was the leading 
spirit amongst the founders of the “ Vcrcin fiir Sozialpolitik ” 
(which first met on October 6th, 1872, in Eisenach), the great 
German association of practical and theoretical economists which 
for nearly forty years wielded an enormous influence on German 
development. But unlike liis friend Schmoller, ho was a 
thoroughly trained theorist who never lost interest in purely 
theoretical questions, as was shown fairly late in ills life by his 
essays on population (Die Mallhussche Lehre nnd die Bevolkernngs- 
bewegung der letzien Dezennien) and on human wants (Versuch 
einer Theorie der Bediirfnisse). 

The same theoretical interest dominated his Agrarpolitik 
(agrarian policy). He tried to construct a system of economic 
policy applied to land, and was not content, as were the writers 
of most of the regular text-books, with descriptions of land 
systems and agricultural administration. In his studies on 
Trade Unionism ho was not satisfied with descriptive and 
historical narration : ho created a kind of Trade-Union theory, 
based on the conception that labour, as a commodity, had to be 
handled in an organised way; as it was inseparable from the 
human jiersonality, it could not be withdrawn from the market 
whenever there was a glut.* Ho became one of the earliest 

^ Vorlng Eugon Diodorif liH, Jona, 1931. 

* Die Arbeitergilden der Qegenwart, 2 vols., 1871-2, Die Arbeitcrveraicherung 
gemdaa der heuiigen Wirtachajtaordnung, 1879. 
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exponents of the belief in the necessity of high wages, as a means 
of economic progress.^ On the other hand, he was one of the 
early discoverers of the cartel, which, according to him, became 
unavoidable whenever industry had to invest capital on a large 
scale in huge plants from which it could not bo withdrawn when- 
ever there was a depression.^ Being an ardent free-trader, his 
essays on the German com laws (Die deutschen Getreidezolle) and 
on the relative cost of production (Das Freihandels-Argument) 
were the storehouse from which most arguments in the Ger- 
man anti-protection campaign were drawn. He could afford to 
advocate cartels in the same way in which he advocated Trade 
Unions, as associations entered into voluntarily by producers of 
labour or producers of goods which organised but did not paralyse 
the competitive play of free forces on the market. In fact, just 
as his personality was full of mutually antagonistic, but at the 
same time harmoniously blended features, so was his economic 
outlook. A follower of the classical school turned historian (Die 
Arbeitergilden der Oegenwari), he furiously and successfully 
attacked later on the sterile relativism of Schraollcr’s Historical 
School. A free-trader, he created a working theory of organised 
labour and monopolised capital. One of the earliest opponents 
of Karl Marx, and hated as such by orthodox socialists, he 
became not only the advocate, but the friend and, in his old age, 
a kind of i)atron saint of German Trade Unionism, loathed and 
attacked as such by manufacturers’ organisations, who rightly 
considered him the most powerful amongst the “ Katheder- 
Sozialistcn.” A liberal — ^nay, a liberal of the liberals — ^hc finally 
became the inspirer of the Fascist social system, the real inventor 
of the theory' of the corporative state. For when this pliysical 
force movement had succeeded in wresting power from what it 
considered the \vcak liberal state, it was so devoid of positive social 
concetjtions that it had to borrow them from tlic liberal thinkers 
it so greatly despised. 

Breiitano\s chief importance lay less in his theoretical work, 
though he Avas indefatigable at it, and his influence as a University 
teacher w'as unrivalled in Germany : it lay rather in the fact that 
he applied in a systematic w'ay economic theory to economic 
policy. His main fame in the history of economic science will 
rest on that combination, and he will live as a great constructive 
political economist, political being greatlj" underlined. J3ut even 

^ Ueber das VsrJialtnis ron Arbeitslohn und Arbeitszeit zur Arbeitsleistung, 

1876. 

* Ueber KarteUe, ISSS. 
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greater than the influence of his books was the impression of his 
personality on friends and pupils nearly all over the world. ^ 

M. J. Bonn 

Berlin. 


Current Topics 

Tub Study Group of the Royal Statistical Society welcomes to 
its meetings all who arc inteiustcd in its work. It meets every 
second Tuesday of the month to discuss informally questions of 
an economic and statistical character, at the premises of the 
Society. In December, however, it will meet on the first of the 
month, in conjunction with the Institute of Actuaries’ Students’ 
Society, when the recent population Census Mill be considered. 
Communications should be addressed to the lion. Secretary, 
Study Group of the R.S.S., 9 Adelphi Terrace, W.G. 


Wo are asked to draw the attention of our readers to the 
establishment of tlic Instituto Brasileiro do Estudos Economicos, 
whose address is Escola de Commercio Alvares Pentcado, Sao 
Paulo, Brazil. Its purpose is to further an interchange of Anglo- 
Brazilian cidture, especially with reference to economic and 
scientific aspects of the national life. Those who desire to see 
its publications should write to the Secretary, Dr. Cardim. 


In the review of Professor J. II. Richardson’s Economic Dis- 
armament in the last number of this Journal, there is an obvious 
but serious misprint. In the last paragi-ai^h on page 4G5 the 
text should read : “ It should therefore be stated . . . that it 
is hard to imagine a book dealing with such a subject which, in 
the space employed, gives a more thorough and clear exposition 
of the fundamentals of the questions considered.” 

^ A bibliographical essay on Drontano, Jjujo Brentano, was published by 
Hans Neisser and Melchior Palyi in 1924. 
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Journal of the Royal Staiistical Society, 

Part IV. 1931. Labour and Ouijiui in the Coal-mining Industry of 
Great Britain, E. C. Rhodes. Major and Minor Trade Fluctua- 
tions, 0. M.W. Sprague. Potato Prices in England and Wales, 
R. F. George. Statistical Evidences of Regressive Tendencies in 
Distributive Costs, H. Secrist. 

Economica, 

August, 1931. L. T. llohhouse, S. Alexander. Reflections on the 
Pure Theory of Money of Mr, J, M, Keynes, F. A. von Hayek. 

The English Historical Review, 

October, 1931. The Treasury, 1660-1714. D. M. Gill. 

Indian Journal of Economics, 

July, 1931. Analysis of the Statistics of Trade Unionism and Trade 
Disputes, K. 13. Madhava and V. X. Poornapregna. Theory 
of Increasing Returns under Competitive Conditions, S. C. Bose. 
The Remonetisation of Silver, B. R. Rau. Indo-Chinese Com- 
merce since 1875. S. C. Bose. 

Quarterly Journal of Economics, 

August, 1931. The Monetary Doctrines of J, M, Keynes, J. H. 
Williams. Rayon and the Tariff, F. W. Taussig and H. D. 
White. Some Econom ic Implications of U nan ployment Insurance, 
13. Yoder. Saint-Simonism and the Ratiomlisation of Industry, 

E. S. Ma.son. Institutional Fictions and Technological Vnemploy- 
mtnt. A. H. Hansen. 

Journal of Political Economy, 

August, 1931. The Fall in the Value of Silver and its Coiiscqucnccs, 

F. D. Graham. Agrarian Discontent in the Mississippi Valley 
preceding the War of 1812. G. R. Taylor. The Stevenson Plan, 
C, R. W'hittlesey. Organised Labour and the Family Allowance 
System in France, M. R. Clark. 

Journal of Economic and Business History (Harvard). 
August, 1931. The Agrarian Questiori in Russia, C. Zaitseff. 
Selkirk Purchase of the Red River Valley, J. P. Pritchett. 
Land Policy of the Illinois Central Railroad, P. ^V. Gates. 
Cologne, M. L. Hartsough. Kew York and its Rivals, 1815- 
1860. R. G. Albion. The American Potash Industry, T. J. 
Kreps. 
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Harvard Review of Economic Statistics. 

May, 1931. Postal Revenues and the Business Cycle. C. J. Bullock, 

B. Fox, and A. K. Eckleb. Money Rates : Revision of the Money 
' ‘ Curve of the Monthly Index Chart. J. B. Hubbard. The Building 

industry since the War. W. F. Maxwell. OvJtside Bank Debits 
corrected for Seasmal Variation, 1919-1931. E. Frickby. 
August. Currency in Circulation as an Index of Business Volumes. 
J. B. Hubbard. Prices of Wheat and Comm^ity Price Indexes for 
England^ 1259-1930. A. P. Usher. Some IrUernationol Trade 
Factors for Great Britain, 1880-1913. A. 6 . Silveraian. 

American Economic Review. 

September, 1931 . American Plans for State Unemployment Insurance. 

C. Goodrich. Seasonal Unemployment Insurance. R. J. Myers. 
Agricultural Theory of Business Cycles. M. D. Anderson. 
Significance of Economic Law. G. R. Davies. Nehemiah Grew : 
A Forgotten Mercantilist. E. Johnson. Internaiional Control of 
Raw Sugar. C. L. James. 

Wheat Studies (Stanford, California). 

June, 1931. The Wheat Situation in Scandinavia. 

July. Financial Results of Speculative Holding of Wheat. An 
elaborate and interesting study, based on Anierican statistics. 
The principal points which emerge are, first, that the losses of 
speculators in wheat appear to have considerably exceeded their 
gains over almost every consecutive period of five years, and, 
secondly, that only a comparatively small percentage of the total 
quantity of wheat in the U.S. is hedged on the speculative 
markets in normal circumstances. 

August. The International Wheat Conferences during 1930-31. The 
wheat-surplus-produciiig countries hav’^e held numerous con- 
ferences to promote collective action for the ])urpose of raising 
wheat prices. Sixteen of such conferences arc here revicw^cd. 
September. Survey of the Wheat Situation, to July, 1931. 

Export and international prices declined in the face of crop 
developments that now suggest a world wheat cro]) of 1931 sub- 
stantially smaller than that of 1930, of an active European demand 
for wheat in most of the period, and of the maintenance of a larger 
ex-European demand. 


Metron. 

August, 1931. On the Circular Test of Index Numbers. C. GinIi 

Kyoto University Economic Review. 

July, 1931. The Rationalisation of the Protective Tariff. M. Kambe. 
The Economic Development of Japan. E. Honjo. The Japanese 
Taocation System in South Manchuria, S. Shiomi. A Study of the 
Nature of the Social Mass. T. Ninaqawa. The Subjective Theory 
of Value, and Theories of the Value of Money. K. Shibata. 

Index (Stockholm). 

August, 1931. The World's Staples. VI. Natural Silk. E. G. 
Guimont. 
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September, 1931. TheWorld'aStapka. VII . Raytm. G.Mortara 
October. TAe World's Staples, VIII. Copper. P. E. Richter. 

Skandinaviska KreditaktieboUiget. 

July, 1931. Disturbances in the World Economy owing to Reldtive 
Changes in Prices. G. Cassel. Sweden's Foreign Bond^Debt. 
K. G. SlMONSSON. 

International Labour Review. 

August and September, 1931 . Winter Building as a Remedy for Seasonal 
Unemployment. E. Bernhard. Building Difficulties and Housing 
Policy in Post-War Europe. R. Guye. Recent Developments in 
Vocational Guidance in the United States. M. P. Hausmann. 

Bulletin de L'Institut des Sciences Economiques. 

August, 1931. Une comparaison de la conjuncture economique 
gendrale de le Belgique de 1897 d 1913, avec celle de la Grande- 
Bretagne, des Etats-Unis^ de VAllemagne, de la France^ et des Pays 
Bos. L. H. Dufriez. Un indice de la production industrielle 
beige de 1897 d 1930. 

Revue d'Ecorumie Politique. 

May and June, 1931. La France Economique : Annuaire pour 1930. 

By numerous writers, with a Preface by C. Rist. 

July and August, 1931. Le salaire, revolution sociale, et la monnaie. 
P. Simiand. Lee lois de la demands. R. Roy. Prix de gros et 
prix de detail. J. Makchal. 

Schmollers Jahrbuch. 

August, 1931. Das Rdtsel der langen Wellen. W. Woytinsky. 
Zum Problem der Lohnsenkung. G. Halm. Rationalisierungs- 
Krisen. W. Simon. Sombarts Begriffsbestimmvng des Sozialismus. 
H. Riekes. Italien von heute. P. Vochtino. Die Ursachen 
des neueren Geburtenruckganges. P. Burodorfer. Grenzen der 
Folgerungen aus der Geburtenetaiistik. E. W\5rzburoeb. 

Zeitschrift fur Nationaldkonomie. 

September, 1931. The Credit Problem in Political Economy. R. 
Reisch. a study of “ real ” and “ fiduciary ” credit, with 
special relation to the problems created by thp duration of credit, 
and some aspects of public loans. Cost Curves and Supply Curves. 
J. ViNER. An important review of theory, developing the main 
concepts of Marshall, with reference to the problem of equilibrium. 

Archiv f Ur Sozialwissenschaft und Sozialpolitik. 

August, 1931. Felix Soman/ s Bankpolitik. K. Schlesinoer. 
Klassificalion der Nachfragekurven auf Grand des Elastizitdts- 
begriffes. U. Ricci. Kupitalbildung und Arbeitslosigkeit. M. 
Mitnitzky. 

Jahrbucher fur Nationalbkonomk und Statistik. 

August, 1931. Zum Einfluss der Jdassischen italienischen Nationald- 
hmomie auf die Dogmengeschichte. R. Michels. Ueber Gegenstand 
und Meihode der ** Dynamik." E. Cabell. 

♦ No. 164.— yol. xli. X X 
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September, 1931. Die Steigerung der Enuerbaziffer in DerUscfdand. 
Eine Untersuchung zur Frage der Beziehungen zwischen Bevdlher- 
ungsenJlmcklung und Arbeitsmarkt. J. H. Flatzeb. 

October, 1931. Die Anschauungen dea 17 und 18 Jahrhunderta uber 
die Abnahme der Bevolkerung. P. Mombert. Zur Methode und 
Problemstellung der Zinstheorie, V. Block. 

Weltwirtachaftlichea Archiv. 

October, 1931. Die Arbeitaloaigkeit und daa Qeaetz der zeitlichen 
Einkommenfolge, 0. von Zwibdineck-sudenhorst. Tho theory 
of tho impossibility of general overproduction becomes untenable 
when account is taken of the fact that in order of time products are 
not purchased with the wages spent on their creation. This time- 
law of incomes compels a revision of a number of theoretical 
dogmas. Rationaliaierung und Arbeitaloaigkeit. H. Moeller. 
The purchasing power saved by the producer when workmen are 
dismissed can re-enter the productive process at different points, 
with different effects on the demand for labour. Tho investigations 
on this subject of Ricardo and later English economists are too 
pessimistic. Praktiache Konjnnkturpolitik : die Arbeit der Brauns- 
kmnmisaion. W. Ropkb. The author is a member of the Com- 
mission set up this year for the study of unemployment and its 
remedies. The proposals of the Commission aim at the shortening 
of hours of work, limitation of double shifts, long-term borrowing 
for a public programme of investment, and the reform of unem- 
ployment insurance. Ldhne, ArbeitslosigkeAt und Zolle : ein 
Transfer problem. T. Balogh. The persistent unemployment 
caused by disequilibrium between wages, efficiency, and prices 
vitiates the classical arguments against Protection. It can be 
shown that such a disequilibrium cannot be righted by monetary 
measures only. Without devaluation or reduction of wages, the 
arguments for a tariff are not so fallacious as is supposed. Die 
Preisbewegung der Jahre 1901-1912 und 1925-1926. W. Woy- 
TiNSKY. A statistical comparison, emphasising the special 
factors of the later period. Die Schemata des Stationdren Kreialaufa 
hei Bohm-Bawerk und Marx. F. Burcfiardt. Holds that 
Bohm-Baweik overlooked the conditions of the stationary state 
in his analysis of capital. Da^ Problem der Strukturanderung in 
einigen audamerikuniachen Staaieny inaheaondere Argentinien und 
Braailien. R. Michels. Zur Profdematik inter nationaler Beal- 
lohnvergleiche. W. Britzelmayer. The problem remains un- 
solved, so long as the comparison is ba.sed on the kinds of con- 
sumption that are measured. An objective standard can be 
obtained from the theory of calorics. Comparison should be 
between households which show the same percentage for nutriment. 

Zeitachrift fur die ge^amte StaaiawisHenschaft. 

September, 1931. Bankpolilik der Oegenumrt. A. von Spitz- 
MfiLLEB. Kapital und Arbeit. T. Brauer. 

Vierteljahrahefte zur Konjunkturforschung. 

Sonderheft 24. Die Welttextilhrise. H. GrOnbaum. 
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Economia (Rome). 

March, 1931. La depressione ecorumica mondiale, A symposium, 
containing the replies to a questionnaire of Aftalton, Alberti, 
Andreades, Ansiaux, de Lekner, Gide, Jannaconne, Taussig, 
and Verrijn Stuart, 

Giomale degli Economisti, 

July, 1931. Difesa delV ** homo-oeconomicus.'' U ” homo cecono- 
micus ** nelh State corporativo. A. Contento. “ Subject to the 
requirements of the State, of society, and of his civil conscience, 
every man living tends to behave as an ‘ economic man,* i,e, 
to adjust the convenience of means to the end, not only in the 
strictly economic field but in every side of his life, and ... if 
this were not the case, if every one did not act in accordance 
with the principle of rational economic behaviour (economicita), 
he would in the end damage not merely himself but also the whole 
community.** Carlo Cassola. G. U. Papi. II Conte Ignazio 
Doruiudi delle Mallere eexmomista torinese del secolo XV III, M. A. 
Prolo. 

August, 1931. Attivita bancaria e attivila finanziaria. R. Fubini. 
It is contended that there are important similarities as well as 
differences, both in theory and practice, between the effects of 
banking operations and the effects of the raising and spending 
of public revenue. Alcuni aspetti delV asskurazione dei crediti, 
G. Anortsani. a brief account of certain economic aspects of 
credit insurance. II problema ddle riparazioni germaniche e le 
idee economiche di Iljalmar Schacht. A review article dealing 
with Schaoht*8 recent volume. Das Ende der Reparazionen, 

September, 1931. La funzione dei prezzi e Veconomia '' regolata,'* 
J, G. Kretsctimann. A study of the theoretical and practical 
considerations involved in attempts to regulate prices, dealing, 
inter alia, with the o^x^ratioiis of cartels and trusts, the artificial 
control of raw material, and the “ planned economy *’ obtaining 
in Russia to-day. II Consiglio natioimle dtlle corporazioni nelV 
economia cerporatim. G. JUssani. Per una piii ampia visione 
della “ economia finanziaria.'* G. Carano-Dunvito. 

La lUfonna Sociak. 

September-October, 1931. Sii Vhicidenza delV intmsse del capitah. 
R. Benini. Contro osservazioni in marginc. L. Kinaudi. TIuj 
above two articles comprise a short controversy between Pro- 
fessors Benini and Einaudi over the thesis maintained by the 
former, that tJie incliJ.sjon of intere.st in the prices of commodities 
changes, per se, the distribution of the total social product. Le 
modijicazioni al sistema trihutario dei comuni c delle prorincie nelle 
proposte della commissione parUimentare e nel T. U. per la finanza 
locale. F. A. HepAci. hvdagini in tema d'interesse. M. Lecck. 


X X 2 
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NEW BOOKS 
British. 

Bakeb (A.). Money and prices, a short explanation of the mone- 
tary system, and some proposals to restore and maintain pros^rity 
by the regulation of prices and the right use of credit. J. M. Dent. 
1^. Pp. 216. 65. 

Belshaw (H.). The provision of credit with special reference to 
agriculture, with two chapters upon the provision of rural credit in 
England, by R. R. Enfield. Cambridge. W. Heffer. 8J". Pp. 
326. 105. 6d. 

Beveridge (Sir W.) and others. Tariffs : the case examined, 
by a committee of experts under the chairmanship of Sir W. Beveridge. 
Longmans, Green. 7J". Pp. 301. 75. 6d. 

Beveridge (Sir W.). Causes and cures of unemployment. 
Longmans, Green. 7J". Pp. 70. 2s. 6d. 

Canadian Political Science Association. Papers and proceed- 
ings of the annua] meeting. Vol. III. Ottawa. 9J". Pp. 267. 

Cannan (E.). Modern currency and the regulation of its value. 
P. S. King & Son. 71'\ Pp. 112. 55. 

Cantillon (R.). Essai sur la nature du commerce en general. 
Edited with an English translation and other material by H. Higgs. 
Macmillan & Co. (For the Royal Economic Society.) 9}". Pp. 394. 
155. 

Chablani (H. L.). Studies in Indian currency and exchange. 
Oxford University Press. Pp. 263. 95. 

Clare (G.). A money market primer and key to the exchanges. 
3rd ed., revised by M. H. Megrah. Effingham Wilson. 8J''. Pp. 
287. 

Coles (K. A.). Income tax and the business man •(including sur- 
tax). A concise guide to assessment and relief. Crosby Lockwood 
&Son. 7i". Pp. 84. 25. 6d. 

Cram (G. A.). The key to prosperity : abundance : leisure : con- 
tentment. Pitman. 8|". Pp. 63. 2s. 6d. 

Feaveabyear (A. E.). The pound sterling, a history of English 
money. Oxford ; the Clarendon Press. 8|". Pp. 367. 155. 

Furnivall (J. S.). An introduction to the political economy of 
Burma. Burma Book Club. 7J". Pp. 255. 

Hawtbey (K. G.). Trade depression and the way out. Long- 
mans, Green. 8J". Pp. 84. 25. 6d. 

Hayek (F. a.). Prices and production. Routledge. 7^". Pp. 
112. 65. 

Hobson (J. A.). Poverty in plenty : the ethics of income. Allen 
& Unwin. 7J". Pp. 92. 2s. 6d. 

Holland (G. A.). Co-operative intertrading. Manchester : Co- 
operative Union. 8i". Pp. 32. 4d. 

Gadgil (D. R.). The salaries of public officials in India. Gokhale 
Inst, of Politics and Economics. 9J". Pp. 50. Re. 1. 

Kingston (A. G.). Kingston’s Continental price conversion tables 
giving price equivalents at stabilised exchanges for imperial and 
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motrio weights and measures and vice versa. Kingston’s Translations 
institute. Pp. 79. 4s. 

London School of Kconomics. A London bibliography of the 
social sciences. Vol. Ill, P.-Z. London School of Economics. 10". 
Pp. xi + 1232. 

Manoilesco (M.). The theory of protection and international 
trade. P. S. King. SJ". Pp. xxxi + 262. 12^. 6d. 

McGregor (A. G.). World depression to world prosperity. P. S. 
King. 7i". Pp. 118. 5s. ^ 

Midland Agricultural College, Sutton, Bonington, Lough- 
borough. Some aspects of meat distribution and consumption. A 
study based on conditions in Loughborough, 1930. By A. Jones and 
S. M. Makins. Loughborough, Dept, of Agricultural Economics. 
9i". Pp. 93. 2^. 

Napier (E. S.). The German credit problem : a plea for simple 
and effective control. London General Press. 8J". Pp. 43. 25. Gd. 

Norma NO (J. E.). The struggle for South America : economy 
and ideology. Allen & Unwin. SJ". Pp. 294. 125. Od. 

PiGou (A. C.), and Robertson (D. H.). Economic essays and 
addresses. P. S. King. 8^". Pp. 215. 105. Gd. 

Price (L. L.). A short history of political economy in England 
from Adam Smitli to .\lfred Marshall. 14th cd. Methuen & Co. 
7J". Pp. 315. 65. 

Uedford (A.). The economic history of England (1760-1860). 
Longmans, Green. 7J". Pp. 221. 35. Gd. 

Rowse (A. L.). Politics and the younger generation. Faber & 
Faber. 8". Pp. 303. 1U5. 6d. 

Scott (H. M.). The approach to economics. Christophers. 7i". 
Pp. 211. 45. Gd. 

Southampton, a civic survey : being a report of the Civic Survey 
Committee of the Southampton Civic Society. Oxford University 
Press. 13i". Pp. 98. 305. 

Stamp (Sib J. U). Papers on gold and the price level. P. S. 
King. Sr. Pp. 127. 75. Gd. 

Thompson Company (J. Walter). .\ market analysis of the 
population statistics for Great Britain and Ireland. P. S. King. 8.V'. 
Pp. 45. 25. 6d. 

What would be the character of a new war i Impiiry organised 
by the Inter- Parliamentary Union. P. S. King. 8J". Pp. 411. I65. 

Woolf (L.). After the deluge, a study of communal psychology. 
Vol. I. Hogarth Press. Si". Pp. 347. 155. 


A?iienc(ni. 

Bloch (L.). Labor agreements in coal mines : a case study of the 
administration of agreements between miners and operators 
isations in the bituminous coal mines of Illinois. New \ork, Russell 
Sage Foundation. 7J". Pp. 513. §2. 

Clark (H. F.). Economic theory and correct occupational dis- 
tribution. New York, Teachers* College, Columbia University. 

:i^. 176. 
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Fetter (F. A.). The masquerade of monopoly. New York, 
Harcourt, Brace &; Co. Pp. 470. 

Flobinsky (M. T.). The end of the Russian Empire. (Economic 
and Social History of the World War, Russian Series.) New Haven, 
Yale University Pi^ss (London, Humphrey Milford). 9A". Pp. xvi + 
272. $3.00. 

Haney (L. H.). Business forecasting. The principles and prac- 
tice of forecasting business and stock-market trends with especial 
reference to business cycles. New York & London, Ginn & Co. SI”. 
1^.378. I5s. 

Hill (N. L.). International administration. New York and 
London, McGraw-Hill. 9". Pp. 292. 

Kuczynsei (R. R.). The balance of births and deaths. Vol. II. 

. Eastern and Southern Europe. Washington, The Brookings Institu- 
tion. 8 ". Pp. 170. $2. 

Mitchell (G. S.). Textile Unionism and the South. Chapel Hill, 
Univ. of North Carolina Press (London, Humphrey Milford). 8 ^". 
Pp. 92. 4s. 6 d. 

Monroe (A. E.). Value and income. Cambridge, Mass., Harvard 
University Press (London, Humphrey Milford). 8 i". Pp. 286. 16s. 

Pipkin (C. W.). Social politics and modern democracies. New 
York, Macmillan. 81”. 2 vols. $7.50. 

Ray (P. O.). Major European governments. Now York and 
London, Giim & Co. 8 ". Pp. 446. 17s. 6 d. 

Van Sickle (J. V.). Direct taxation in Austria. Harvard Uni- 
versity Press (London, Humphrey Milford. 8 |". Pp. 232. 13s. 6 d. 

French. 

Cl£mentel (E.). La Franco ct la f)olitiquo 6 conomique interalliee. 
(Histoire Economique et Sociale dc la Guerre Mondiale, Seric fran 9 ai.se). 
Paris, IjCs Presses Universitaires do France. 10". Pp. 376. 44 /r. 

Herbcant (M.). Lcs paradoxes dconomique dc rAllcmagnc moderne 
1918-1931. Paris, Arrnand Colin. 9". Pp. 202. 20 /r. 


Amtrian. 

Klein (G ). System eines idealistischen Sozialisinus. Thooretische 
Grundlegung einer planwirtschaftlichen Volks- und Wcltwirtschaft- 
sordnung. Wien, Leipzig. Wilhelm Braumuller. 9i". Pp. 294. 
11m. 

Machluf (F.). Borsenkredit, Industriekredit und Kapitalbildung. 
Wien, Julius Springer. 8 J". Pp. 220. 


Oerman, 

Budoe (S.). Lehre vom Geld. 1. Band : Theorio des Geldes. 
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